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“The Money Trust» The Democratic majority in the House of Repre- 
Inquiry. sentatives is developing political astuteness far 
beyond that which its opponents usually give it 
credit. By a vote of nearly two to one they determined that the in- 
vestigation of the alleged ‘‘ money trust’’ is not to be conducted on 
spectacular lines which the radical element in the party desired. This 
is wise. The people want the facts in the case; they have been getting 
unsupported allegations and charges long enough. Hence an inquiry 
by the Banking and Currency Committee upon rational lines, that will 
clearly develop the facts, will prove beneficial. But there must be no 
attempt to conceal pertinent points. We believe that Chairman Pujo 
of the Committee is fully aware of his duty and opportuuity to make a 
record, and the majority of the Committee will support him in such an 
endeavor to get at the truth. With few exceptions the bankers of the 
country will also welcome such an inquiry by men who, like the mem- 
bers of this committee, know something about money and banking ; 
whereas if the subject were in the hands of men entirely unfamiliar 
with the subject, the situation would be quite different. 


— There is much complaint about the domi- 
Financial Dominance. nant power of New York in our financial 
affairs, and of course the usual interpreta- 

tion of this circumstance is that ““ Wall Street’’ dominates. A few 
pertinent suggestions are hereby offered to Mr. Pujo for his considera- 
tion. Concentration is a natural development in the world of finance 
and trade; by means thereof large enterprises can be carried out, 
which otherwise would remain dormant, or would have to be dependent 
upon foreign capital. It was necessary to the development of the 
country that such a power be put into use substantially in this manner. 
The Wall Street Journal recently presented a table showing that two 
groups of men control 28 banks and trust companies in New York City, 
that carry approximately $2,000,000,000 of resources; this is more 
than 10 % of the aggregate resources of all the commercial banks of the 
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United States. Fully one-third of the sum is to cover amounts due to 
other banks. Is it desirable to reduce this concentration? If so, why 
do the interior banks continue to send their funds to the city? So 
long as they do so they certainly have no right to complain. On the 
other hand, it has been repeatedly pointed out that this tendency to 
send funds to the center, is largely increased by the operation of the 
reserve laws, and the inducement offered by the city banks in the 
payment of interest on these deposits of interior banks. If it is de- 
sired to check the movement, why not forbid this payment of interest 
on bank balances ? 


Detects of the ‘There is no question but that the development of 
System. New York City as a financial center could have 
been accomplished without the great sacrifices 

which have resulted from the continuation ot these defects. It was 
not necessary to the bringing about of that development to have a 
system which caused the excessive congestion of funds in New York 
and forced the unwholesome speculation and the accompanying erratic 
variations in interest rates on call loans (from % per cent. to 186 
per cent.), disturbing the conditions throughout the country. It is 
entirely proper that the financing of security issues be given a place 
in our system; we must have it for the development of our resources ; 
but it does not follow that we must have a system under which every 
bank in the country is induced to send every surplus dollar of its 
means to the center in order to get every cent of profit possible, in 
the meantime ignoring sound principles. Despite the fact that in- 
terior banks frequently find it difficult to get back such funds when 
needs arise, they continue to send them to the centers; and despite 
the fact that the return of those funds in the fall of each year causes 
an upsetting of security values and occasionally a panic, the process 


is permitted to continue. 
_———l 


State Banxs It will surprise many of our readers to learn that 
of Issue. there is a bill before Congress seriously proposing 
that state banks be authorized to issue notes upon 

state and municipal bonds deposited with the United States, exempt 
from the 10 per cent. tax; the function to be under the supervision of 
the Comptroller of the Currency. The bill was introduced by Senator 
O’Gorman and Representative Levy, of New York, and was prepared 
by Willis S. Paine, formerly Superintendent of Banks of that state. 
It is now nearly fifty vears since state bank notes were superseded by 
those of national banks, and it is nearly twenty years since a proposition 
to restore state bank issues was given prominence. The plan con- 
templates absolute uniformity and full security for the notes, supple- 
mented by asafety fund. It is argued that such a plan would give a 
‘“long sought privilege ’’ to state banks, to which they are justly en- 
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titled ; that it would obviate the perpetuation of the national debt, now 
continued for the benefit of national banks; that it would provide 
elasticity ; that it would tend to bind the people of the country together 
more closely and improve administration of state government. 


A Reactionary If the country were in need of a state bank-note 
Proposition. system, the plan would in essence be meritorious, 

except that it deliberately proposes to eliminate 
national banks. But the country does not want a state system; it 
needs more nationalization of the money function. Even with the 
provisions in the bill looking to national supervision, the plan contem- 
plates a step backward, away from full national control; these banks 
would be under dual supervision, partly state, partly national. The 
claim that state banks want the privilege is not very strongly founded ; 
we find no important evidence of such demand. The bond-security 
plan of issuing notes has been found wanting, in that elasticity is im- 
possible under it; and one such plan is no better than another; the 
one under consideration provides nothing that sustains the claim that 
elasticity will follow. It is, finally, begging the question to provide 
for a monetary plan to help states to improve their defective govern- 
ments. In short, the bill should be relegated to the collection of 
antiques ; it has no reason for existence at a time when every one looks 
forward to an effective nationalization of the currency, which has been 


too long postponed. 
SSS 


meer Waste The savings banks of New York State reported 
Savings Banks. very satisfactory results of operations for 1911. 
The gain in the number of depositors was very 

clese to 80,000 and the deposits increased $76,000,000, thus bringing 
the total up to the unprecedented sum of $1,619,000,000. This sum 
constitutes over 45 per cent. of the total deposits of the mutual savings 
banks of the whole country, and about 39 per cent. of those of all re- 
porting savings banks. The number of depositors in the State is just 
short of 3,000,000, which is 30 per cent. of the total for the country. 
It will be noted that this works out an average deposit account of $539, 
whereas the average for the country has not exceeded $430. Taking 
as a measure of thrift, the deposits per capita of the whole population, 
we have for New York nearly $180 against about $45 for the entire 
country. No other country shows such a record approximating that 
which New York presents, either as to the average deposit or the per 
capita average. A number of them show a larger proportion of the 
population having saving accounts, but the average amount is consider- 
ably lower. It is quite probable that this circumstance is in part due 
to the fact that in these foreign countries the means for converting 
savings deposits into investments are far better than with us; and this 
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is especially the case where there are savings banks under govern- 
mental administration, where such means are specially provided. 


Their Assets An important feature in the New York report is the 
and Safety. increase in the fund which stands as the security for 
this vast amount of deposits. The assets of the 140 

banks aggregate $1,780,000,000, giving a margin of $161,000,000, or 
nearly 10 per cent. on the deposits. The actual surplus under the rule 
governing is $116,000,000. The further fact is to be noted that the 
value of these assets increased $85,000,000, or $9,000,000 more than the 
deposits. Part of this was due to the improved position as to market 
value of the securities held, which under the legislation of recent years 
is required to be given very careful consideration in reaching the 
result. In this connection Superintendent Van Tuyl of the Banking 
Department, always solicitous for the safety of the savings bank 
depositors, has asked the legislature for amendments of the laws which 
govern this particular feature. Thus, it is proposed that there shall 
be a minimum surplus of 5 percent. against deposits; that until the 
surplus equals 15 per cent., the interest paid shall not exceed 3 per 
cent., and that unless the surplus equals 20 per cent., the interest paid 
on deposits shall not exceed 3% percent. The superintendent is to 
fix the market value basis for estimating the securities semi-annually. 
The terms of the limitation of interest payments will prove rather hard 
for some of the banks, and might readily be made easier without 


danger. 
—_—_ 


Private Bankers ¢veral of the state legislatures are considering 
and Brokers. the subject of supervising private bankers and 
stock brokers. The status of the law as to the 
former has been discussed in previous numbers of the JOURNAL and 
the tendency to assume power over this line of business has been 
considered from several points of view. The need for some action is 
shown every month in the occurrences reported in the daily press; 
for so long as any one may call himself a banker, the evil that may 
follow is sufficiently great to require a drastic check. It seems a case 
where the reputable, bona-fide banker must make a sacrifice of his 
hitherto independent status for the welfare of the general public, and 
subject himself to supervision to keep out the ©‘ sharks’’ who really 
bring the name into disrepute. The subject is actually less difficult to 
handle than that which Kansas has so well covered in its brokers’ 
law, which is destined to let the thrifty Kansan keep his money from 
going into swindling stock manipulators’ hands. The whole move- 
ment is for the benefit of the people and should be encouraged. 
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Loan Sharks. f a part of the same class of nefarious business is 

the ‘‘loan shark.’’ One of our Philadelphia con- 
temporaries has published a strong story, purporting to be a con- 
fession of a victim of that system, who had paid out thousands of 
dollars in usurious interest for a loan of a few hundred, and was ap- 
parently legally bound to the slavery imposed by his contracts to pay. 
The fact that this business is carried on in every large city is well- 
known, yet the efforts to break it up and root it out have been very 
scant. A few © provident loan companies’’ have been created under 
state laws, and occasionally a slave to the shark turns and fights 
to free himself. But these efforts have not been successful in placing 
even a serious check upon the business. The usury laws are violated, 
but the evidence of violation is difficult to obtain; prosecuting attorneys 
usually have their hands too full of work to look for more. Private 
humanitarian enterprise must tackle the job if it is to be done satis- 
factorily. Yet the laws might well be strengthened to meet this par- 


ticular crime. 
| 


a There seems to be no end to the matters which 
by Comptrotier. the Comptroller of the Currency finds to correct 

in the operations of the national banking system. 
One by one those defects which we and others have pointed out have 
been taken up for correction. The latest is the ruling that directors 
who vote to make loans which turn out badly and were in violation 
of the law, are to be held personally liable. Most people, and par- 
ticularly shareholders in banks, will probably say that this is exactly 
logical and proper. Why not? And yet former Comptrollers saw 
banks go down due to just such transactions, knew of large losses by 
banks due to the same cause, and made no move. Inasmuch as the 
statistics show that a majority of the failures are due to bad and ex- 
cessive loans, it was manifestly a proper point of attack. What will 
strike the thinking man particularly, however, in all these activities 
of the Comptroller, is that he has by administrative methods corrected 
so many defects while Congress has been negligent ; he has brought 
out the true intent and spirit of the Bank Act, making it a greater 
force for sound banking. All this might have been done years ago, 
but it wasn’t; it had to wait until a man like Murray with the capacity 
and backbone necessary to control became the executive. 


Peatneteve Garvien of tm It has been reported that the 
American Bankers’ Association. recent astounding robbery of 
$25,000 while in transit in open 

daylight between two of the New York City banks, appeared to rouse 
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no special interest in the minds of the managers of the American 
Bankers’ Association. Notice of the hold-up was promptly sent to the 
office in New York by the losing bank, a member in good standing ; 
yet the policy of the body, as declared in its rules, which we print on 
another page, ‘* torelentlessly pursue every bank criminal,’’ was singu- 
larly inoperative. 

It raises the question whether the members of the Association who 
pay for this service are to be satisfied with the high-sounding declara- 
tion of the “‘ relentless’? purpose of the protective agency, and let 
criminals get away with the fruits of their crime. This appears to 
have been the net result, probably because the committee had not 
‘* previously authorized’’ the agency (see rule 3) to pursue the crimi- 
nals in this hold-up case. How the committee could authorize relent- 
less pursuit before a crime occurs, is a puzzle; but if every crime is to 
go unpursued until the committee meets, the ~ gef-aways’’ will be 
numerous. 

SSS 


BANKING LAW. 


The New York statutes, under which a bank 
is entitled to a lien on the shares of its own 
capital stock, for any debt owing to the bank from the owner of the 
stock, have been recently considered by the Appellate Division of the 
New York Supreme Court. As many of the states have statutes of 
this character the question is of interest to bankers generally. 

Section 51 of the New York Stock Corporation Law reads as 
follows: 

**If a stockholder shall be indebted to the corporation,the directors 
miy refuse to consent to atransfer of his stock until such indebted- 
ness is paid, provided a copy of this section is written or printed 
upon the certificate of stock.” 

This section applies to all other corporations, as well as to banks. 
The provision, the meaning of which is clear, covers a case like 
this. Aownsstockin acertain bank. After borrowing money from 
the bank, A assigns his stock to B. The security which A gives as 
collateral for the loan depreciates in value. Now, when B requests 
the bank to record him as a stockholder and to issue a new certificate 
to him, the bank may refuse to comply under the statute quoted. 

The case in which the statute came up for construction is Strah- 
mann v. Yorkville Bank, 132, N. Y. Supp. 130, which may be found 
on a subsequent page of this issue. One of the questions which the 
court had to decide was whether a certain statement, not an exact 
reproduction of the statutory provision, printed on a bank stock cer- 
tificate was a sufficient compliance with the statute. On the stock 
certificate in question was printed a notice that certificates were 


Bank Lien on Stock. 
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transferable ‘‘upon the condition, however, that, if the registered 
holder of this certiificate shall be or become indebted to the company 
the directors may refuse to consent to a transfer of the stock appear- 
ing in his name, until such indebtedness is satisfied, and so long as 
he is so indebted, the stock shall not be transferable.”” The court 
held that this printed notice on the stock certificates was sufficient 
to enable the bank to take advantage of the statute, and that it was 
not necessary that section 51, above mentioned, be printed verbatim 
on thecertificates. This decision accords with reason and good sense 
for, as the court said, ‘‘ the purpose of the statute was to give notice 
to the purchaser of stock that the directors might refuse to consent 
to a transfer thereof until the indebtedness owing by the stockholder 
to the corporation was paid,”’ and in that view the provisions printed 
on the face of this certificate gave the purchaser such notice quite as 
effectually as if a copy of the statute had been written or printed 
upon the certificate instead. 

But the statute is undoubtedly open toa stricter constructicn, 
which would require the statute to be accurately reprinted upon the 
certificate. Asa matterof fact one of the judges dissented on this 
ground, claiming that the language used made it necessary that this 
certificate bear an exact copy of the statute. As the Appellate Divis- 
ion is not the court of last resort in New York state it is possible 
that this question may sometime be determined in accordance with 
the dissenting opinion. . Therefore it might be well for banks to see 
that acopy of section 51 of the Stock Curporation Law is printed on 
their certificates of stock. No one will then be able to question the 
bank’s right to refuse to allow a transfer of stock upon its books 
while the registered holder is indebted to the bank. 


Eileet af Ghatubery GCvavtaten Another delicate question came 
Against Loaning on Security Up in this same case. It seems 
of Bank’s Own Stock. that the New York Banking Law, 
section 27, provides that no bank 

shall make any loan or discount on the security of the shares of its 
own capital stock. Is there any conflict between this provision and 
the provision of the Stock Corporation Law, discussed above, which 
permits a bank to refuse to transfer stock where the record holder 
is indebted to the bank? Does this provision virtually make the 
stock belonging to any stockholder security for any claim which the 
bank may have against the stockholder? If such a conflict does 
exist then the provision of the banking law must prevail as to 
banking corporations, because it is so provided by statute. The 
court held that there was no conflict because the provision of the 
banking law, prohibiting loans on security of shares of the bank's 
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own stock, ‘‘ plainly relates to security taken and held, upon which 
the bank obtains a lien, which it may enforce in the event of a 
default in the payment of the indebtedness.” The court went 
- further and said that the stock corporation law does not give, or 
purport to give, to the corporation issuing the stock a lien upon 
the shares of a stockholder who is indebted toit. It is merely, so 
the court said, ‘‘a provision for the coercion of the payment of an 
indebtedness by a stockholder to the corporation as a condition to 
his being able to effect a sale of the stock which will be recog- 
nized by the corporation and transferred on its books.”’ 

The court does not tell us just what is the proper term to apply 
to this right of the bank to hold up a stock transfer until it can col- 
lect its debt. Other courts in other states have called it a lien and 
we know of no better designation. Atany rate it is fully as effective 


as a lien so far as any statement to the contrary appears in the court's 
opinion. 





assttons arte ttee Many interesting questions arise under 
Statutes Giving Stock the statutes which give a bank a lien 
Liens To Banks. upon the shares of its stock. They 
involve distinctions between liens which 
are created by statute and those which exist by virtue of a by-law 
merely, and distinctions between obligations which are incurred by 
astockholder before he has transferred his stock and obligations aris- 
ing afteratransfer. We shall not go into these question here for 
the reason that this particular branch of the law of liens is abcut to 
be reached in the course of study in the Law of Banking which is 
now being published in the Journat. We should, however, pause 
to observe that, so far as national bankers are concerned, what has 
been said above has an educational value merely. It has no prac- 
tical application to national banks for the reason that such banks 
are given no statutory lien upon their capital stock and can, under 
the National Banking Act, acquire no lien by means of a by-law. 


—— 


Recent English The January number of the ‘Journal of the 
Decision. Institute of Bankers,’ an English publication 
gives the recent decision of the House of Lords 

in the case of Kerrison v. Glyn, Mills, Currie and Co. It appeared 
that on October 31st, 1911, the appellant, Mr. Kerrison, paid £500 
to Messrs. Glyn, Mills, Currie & Co., the London correspondents 
and bankers of the firm of Kessler & Co., New York. The object 
of the payment was to cover accommodation or advances to be made 
by Kessler & Co. to another American concern. On the date of the 
payment Kessler & Co. had assigned for benefit of their creditors and 
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could not honestly receive the money paid to their London repre- 
sentatives. It was held that Mr. Kerrison could recover the money 
from Glyn, Mills, Currie & Co., inasmuch as it was paid under a 
mistake of fact (that the firm of Kessler & Co. was solvent) and 
had not yet been paid over to Kessler & Co. 

Lord Mersey read a brief judgment of concurrence, referring 
to the case of Kleinwort v. Dunlop, 97 Law Times 294, where it 
was said: 

‘*It is indisputable that if money is paid under a mistake of fact 
and is redemanded from the person who received it before his posi- 
tion has been altered to his disadvantage, the money must be repaid 
in whatever character it was received.” Lord Mersey went on to 
say: ‘*‘An attempt had been made to take the case out of this plain 
and simple rule of law by saying that the defendants, being Kessler 
and Company's bankers, had, by the receipt of the money, beccme 
debtors of Kessler and Company, and could not, therefore, be 
called upon to repay the plaintiff. This, in his Lordship’s opinicn, 
was a fallacy. If, indeed, the banker had paid over the money to 
his customer or had altered his position in relation to his customer 
to his detriment, on the faith of the payment, the banker might 
refuse to pay the amount, and might leave the person who had paid 
him to enforce his remedy against the customer. But the circum- 
stances here were that Messrs. Glyn and Company had in no way 
altered their position when they were asked to refund the money. 
They held money which they ought not to retain because it had 
been paid to them under a mistake of fact, and, in the words of the 
Lord Chancellor, it did not matter in what character it was received 


by them.” 
oS 


Where the Bank /" paying checks a bank must exercise dili- 
Must Exercise gence in ascertaining whether or not the 
Diligence. payee’s signature is genuine. There is a re~ 
cent case decided by the Appellate Court of 

Alabama on this point. The opinion of the court, which contains 
an elaborate statement of the facts, is published in this issue of 
the JournaL and can be found at page 219. To state the situation 
briefly, it appeared that a gentleman wishing to invest in real 
estate inquired of a tax collector in an Alabama town as to the 
owner, and the possibility of buying, a certain piece of real estate. 
The collector informed him that the property belonged to a party 
named Framhold in Birmingham, that it was for sale and could be 
purchased for $640. The property did belong to a person by the 
name of Framhold, but he lived in Ohio, and the rest of the 
collector’s story was manufactured for his own purposes. The 
investor agreed to buy the land. The collector prepared a forged 
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deed and the investor drew his check for $640 to Framholds’ order, 
which he delivered tothe collector. The latter negotiated the check 
but just what became of the proceeds does not appear, except that 
none of the money ever reached the owner of the property. About 
a year later, the purchaser having in the meantime been in pos- 
session of the land, Framhold appeared and the purchaser then 
found out for the first time that he had been overreached. So he 
brought suit against the bank, as many a swindled investor has 
done before, on the theory that the payment was made on a forged 
indorsement, necessitating reimbursement by the bank. 

The bank had to bear the loss. The court said that the bank 
exercised no diligence to ascertain whether the payee’s signature 
was genuine, and gave no evidence that any of the banks in Bir- 
mingham, which received the check, exercised diligence for that 
purpose. The court does not say what acts might have constituted 
diligence under the circumstances. Indeed it is hard to imagine 
what a bank could do in a case like this to protect itself from pay- 
ing on a forged indorsement. The drawer of the check supposed 
that the payee lived in Birmingham. As a matter of fact the 
person who owned the property for which the check was given, 
lived in Ohio. It would take a considerable amount of investigat- 
ing on the part of the bank to run down the genuineness of this 
payee’s indorsement. It would hardly be reasonable to expect a 
bank to start such an investigation, especially when there was no 
circumstance connected with the transaction calculated to arouse 
the bank’s suspicions. The court might well have allowed its de- 
cision to rest on the simple ground that the bank was liable toits 
depositor because it paid one of his checks upon a forged indorse- 
ment, in a case wherein the depositor had not been guilty of 
negligence. 


Payment of Checks The decision refers to a class of cases wherein 
pa Impostors. a check is paid to an impostor and wherein 
the bank is held not liable. The court says: 

‘“There appears in a community occasionally an impostor—a person 
assuming the name of some other person, for the purpose of imposition 
or fraud. In such cases, the general rule seems to be that, where the 
impostor assumes to be, and by such assumption induces a drawer of a 
check to believe he is in fact, the person he claims to be, and is by the 
drawer of the check actually named as payee in the check, then the 
drawer of the check has no right to complain of the payment of the 
check by the bank upon which it is drawn, if it was actually indorsed 
by the impostor, and he received the money. But this rule does not 
apply ordinarily to a case where the impostor merely assumes to be 
the agent of the person named as the payee, and not the payee himself; 
for, while the drawer, by delivering the check to such a person, may 
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be regarded as vouching for him as the agent of the payee, he does 
not vouch for his right to indorse the payee’s name.’’ 

The general rule is that a bank is not liable to its depositor for 
the amount of a check which has been paid to an impostor. This 
rule is based on different grounds in different jurisdictions. In some 
states the bank is held free from liability on the theory that in paying 
the check the bank is merely effectuating the drawer’s intent. It is 
paying the money to the same person to whom the drawer gave his 
check and to the person to whom the drawer intended the money should 
be paid. Other cases protect the bank on the ground that the drawer 
was negligent in giving his checks. Some authorities hold in these 
impostor cases that the payee is to be considered legally a fictitious 
person. The instrument is therefore transferable by delivery without 
indorsement, and the indorsement, being superfluous, is not a forgery. 
It has been said that the most satisfactory theory on which to base the 
decisions which protect a bank in paying a check to an impostor who 
has procured it from the drawer is that of estoppel. That is the 
drawer is estopped from claiming that he did not intend to make the 
person, into whose hands he put the check, the payee thereof. See 18 


i. Bac ay ee 
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Notes Purchasea Picking up bargains in commercial paper is at- 
Under Suspicious tended with certain risks, under the rule of law 
Circumstances. that one who purchases a negotiable instrument 

under suspicious circumstances must inquire into 
che circumstances surrounding the transaction. If no such inquiry is 
made the instrument is open to defenses. The plaintiff bank in the 
case of State Bank of Greentown v. Lawrence, 96 N. E. Rep. 947, 
recently decided by the Supreme Court of Indiana, and published 
herein on page 234, purchased a note under suspicious circumstances 
and, as a result, could not recover because the note had been given for 
an illegal consideration. 

The note in this case was purchased from an itinerant quack, who 
posed as a licensed physician. His scheme was to contract with an 
individual to cure him of such ailments as he might have within a 
certain time for a specified sum. He would take a note for his fee, 
agreeing to return it if the cure were not worked according to the 
terms made. His next step was to discount the note and leave his 
patient to recover as best he could. The facts recited in the opinion 
were sufficient to put the bank upon inquiry, but the bank ignored the 
warning and, consequently, lost what it paid for the note. 








THE FUTURE OF SILVER. 


ECENT advance in the price of silver bullion has served to stimu- 
late the hopes of those who are interested in the white metal, 
whether from the point of viewof dollar and cent profits or academ- 
ically as bi-metallists. In fact there is not much to encourage opti- 

mism respecting the position of silver as yet; but it cannot be denied 
that there are indications which make it reasonable to have a little hope 
that the position may be materially altered within a decade. 

The immediate cause of the present feeling is the advance in price 
in London to figures beyond 27 pence per ounce, which compares with 
the average of 24.6 pence in 1911, during which year the highest level 
was 26% pence. At the present price the value in our money is very 
nearly 60 cents the ounce. 

The governing factor is absolutely the demand for the metal com- 
pared with the supply; for a number of years there has been an excess 
supply, so that the price has been kept low; indeed it would have gone 
much lower than the record had not interested parties in London taken 
up the surplus and carried it along in the nature of a speculative invest- 
ment. In this operation the London people were supported by wealthy 
interests in Bombay and Shanghai, the centers of activity in the world’s 
actual silver markets, which are now practically confined to India and 
China. These syndicates had on hand, carried over as surplus, at the 
end of 1910 some 74 million ounces ; at the end of 1911 they had about 
67 million ounces, which meant that the demand in 1911 had been about 
7 million ounces greater than the supply. The additional demand ap- 
parently arose late in that year, when the price advance now going on 
began. 

It is quite evident that with such a stock on hand the syndicates in 
question can dominate the price; it is however also evident that they 
will regulate the price by demand, so as not to increase the quantity of 
metal which they have to carry. For at 50 cts. per ounce the amount 
invested in 67 million ounces of silver bullion would be $33,500,000, the 
interest upon which is no small matter. 

The world’s annual product has risen from about 165 million ounces 
a year twenty years ago, to upward of 200 million ounces; the use in 
the arts has steadily increased; there has been a fair amount used in 
coinage for European and American countries; yet the bulk of the use 
has been in Asia, whose 750,000,000 people, constituting nearly half the 
population of the earth, still insist upon using it exclusively for their 
every-day monetary purposes. 

The question then resolves itself to this: Will Asia require more 
silver? With respect to India, dominated absolutely by Great Britain, 
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the demands in recent years have fallen off; for whereas she imported 
118 million ounces net in 1907, the net imports for 1911 were only 55 
million ounces, a falling off of more than 50 percent. There is reason to 
believe that this has been due to a policy of restricting coinage which 
may not be pursued much longer. Good crops in India always call for 
more coin, and the restriction in the past four years has probably left a 
vacuum which is to be filled. 

In China the revolutionary movement is quite likely to result in open- 
ing up the empire industrially and thus create a very important new de- 
mand for silver ; and this would be the case even if she actually adopted 
the gold standard plan now prevailing in India, under which a fixed 
ratio is prescribed by the law between gold and silver; as in India the 
habit of using the white metal for money, grown up in centuries past, 
could not possibly be abrogated. 

Here we have, then, the elements of a possible increase in demand. 
If 200 million ounces can be absorbed, and if the Asiatic multitude, stim- 
ulated to increase their enterprises, can increase the demand only 10 
per cent. the surplus would be absorbed in a few years, and the price 
would rise. It may be safely assumed that in the near future the advance 
in price will continue, slowly but surely; so that the average for 1912 
will show up considerably better than that for 1911. 

Upon the other hand there is the countervailing possibility of an in- 
crease in the supply; three pence per ounce may be quite sufficient to 
lead to the opening up of new mines, or developing old ones; five pence 
advance would more than double that stimulus to increase production. 
This will tend to keep the price down; and the managers of the syndi- 
cates know very accurately at what price above 27 pence the increased 
activity in production will show definite results. It is to their interest 
to regulate the output by price manipulation, and they are strong 
enough to do it very effectively. 

One of the remarkable developments in the movement of silver is 
the enormous increase in the quantity used in the arts. Twenty years 
ago it was estimated at 20 million ounces; for this year the estimate 
exceeds 120 millions. Of course this has been due very largely to the 
lower price; and if the price advances it is likely that the quantity used 
for industrial and ornamental purposes will fall off relatively. 

It should be mentioned that, after many unsuccessful attempts, the 
Chinese government finally decreed a silver coinage system that will 
in all probability be carried into effect. It is thought that this will help 
to stimulate demand. But there is reason to question the importance 
of this circumstance. For ages China has been one of the chief ‘‘ dump- 
ing-grounds’’ for the white metal; there has been practically no coinage, 
the silver being used by weight ; there have been no large exportations; 
hence the stock of metal, in bullion form, is probably very large, and 
will supply the coinage needs for some time to come. 

It is through development that the demand for more silver must arise; 
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today the chief medium of the mass of the people is the ‘‘cash,’’ com- 
posed of copper or brass or some other mixed metals, rated at about 
one-tenth of a cent. Labor is cheap and the wants of the people few, 
largely because they must stint themselves. But if the plans of the 
astute leaders, incited in part by the even shrewder Japanese, are de- 
veloped, the cheap labor will be employed in new industries, which will 
compete with those of the western world. 

Agriculture, for example, has already developed so that the imports 
of foodstuffs have fallen off materially; iron and steel mills and cotton 
factories are being established; railways are being built; presently 
labor will ask and obtain better wages. 

But the real point to be considered is that China is to become a na- 
tion with a trade balance in her favor; unless that happens she could 
not pay for the silver. For many years her imports have exceeded her 
exports; if by home production, with her cheap labor, she can not only 
decrease her imports but increase her exports, she can easily take more 
silver. 

There is still to be considered the question of price in connection 
with the exchanges. The fluctuation in price of silver has operated 
rather advantageously to China, (or more correctly to her big merchants, ) 
in her exchanges with the rest of the world, for some time past. This 
was because the price of silver was on the lower levels. The reverse 
would be the case if the price rose materially. Hence it is that there is 
a movement to establish the fixed parity between silver and gold in 
China, as the British have done in India and the Straits Settlements, 
and the United States adopted for the Philippines. This would remove 
the uncertainty in the exchanges and eliminate the speculative feature 
in the China trade to the advantage of all interests, in the long run. 

This modern device in monetary science is as follows: 

The government decrees that silver shall be valued at say 70 cents 
the ounce in gold, and coinage is not permitted to individuals; thus in 
relation to the rest of the world, business is carried on upon the gold 
basis ; the government provides enough silver for the use of the people, 
coining it as needs arise, and making the profit on the coinage, i. e. the 
difference between the market price and the coinage rate. 

Connected with the foregoing, as a necessary feature, is the provision 
that the government will at any time exchange silver coins for gold or 
vice versa; so that merchants importing goods, which they sell to the 
people for silver, may be enabled to pay for the goods to the foreign 
dealers in gold. Thusa gold redemption-fund must be established, and 
the profit from the coinage mentioned above is put into this fund. 

Obviously this method furnishes stability to the money system, which 
is entirely absent in China. Her merchants are not eager to adopt the 
new plan at present, but they may soon alter their attitude. 
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CATEGORICAL DISCUSSION OF THE ALDRICH 
PLAN. 


BY MAURICE L. MUHLEMAN, 
Author of ‘‘A Plan for a Central Bank,” published by the Bankine Law Journat Co. 


THIRD PAPER. 


Sec. 15. Supervision. An ‘‘examining board’’ is provided for to 
consist of an unspecified number of directors not on the executive com- 
mittee, with the Secretary of the Treasury as chairman. This board is 
to examine the affairs of the Association and its branches, and to pub- 
lish the results thereof at least annually. The inclusion of the head of 
the Treasury in this board is obviously improper, as he has official, 
governmental supervision. 





Sec. 16. Officers of Branches. The appointment of a manager 
and a deputy for each branch by the governor of the National Associa- 
tion with the approval of its executive committee is manifestly proper. 
The same authority has the power of removal and the by-laws of the 
National Association are to prescribe the duties of these officers and of 
the committees which are to supervise the business. It is a wise pro- 
vision that the two officials named shall be appointed from the district 
in which the branch is located. 


Sec. 17. Officers of Local Associations. A president, vice-presi- 
dent and an executive committee are to be elected annually by the 
directors of the local bodies; their powers and duties are to be regu- 
lated by the by-laws of the local bodies, which are, however, to be 
approved by the National Association. This is of course necessary to 
the execution of the plan. 

Sec. 18. List of Shareholders. The National Association is to 
keep at the head office a list of its shareholding banks, showing the 
number of shares held by each, open to inspection by shareholders, 
and a copy thereof is to be filed annually with the Comptroller of the 
Currency. It would seem desirable to have a copy at each branch 
office as well, instead of only at the head office. 
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Sec. 19. Earnings and Dividends. A dividend of 4 per cent. is to 
be paid out of net earnings annually, and this is to be cumulative, so 
that if not paid in any one year, it will be paid in the next year that 
shows sufficient profit. After this dividend any further profits are to 
goto a contingent fund to cover possible losses; this is to be 1 per 
cent. on the paid-up capital, but never more than $2,000,000 ; it is not 

ErratumM.—In the February number, on page 115, the section number pertain- 
ing to the National Board is printed 14 to 19; this should read Sec. 9. 
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to be carried as an asset and when the Association is dissolved is to 
go tothe Government. After thus providing for that contingency one- 
half of any net earnings left over is to goto surplus fund, one-fourth 
to the Government and one-fourth to a further dividend on the stock, 
but is limited to 1 per cent., so that the stock will never receive more 
than 5 percent. If earnings are still in excess of that, then one-half 
goes to surplus, the other half to the Government; but when the sur- 
plus is up to 20 per cent. of paid-up capital all that excess goes to the 
Government. Dividends are to be calculated on paid-up capital. The 
contingent fund is always to be kept up. 

It has been suggested that the dividends might properly be limited 
to 4 per cent. instead of 5, but this is not of great importance. It is 
however a marked departure from sound practice, as embodied in the 
National Bank Act, to pay dividends prior to placing something in 
surplus, say 10 per cent. of net earnings. There seems no good reason 
for limiting the surplus accumulations to 20 per cent. ; every addition 
makes the Association stronger; the sole objection might be that it 
would make the book-value of the shares high and thus deter new 
banks coming in because of the high premium on the shares. On the 
other hand as the book-value is actually there, this should not operate 
as a deterrent; and it would be satisfactory to have the Association 
accumulate in its surplus fund enough to offset the liability on the 
shares, if the policy of paying up only half of the subscriptions is 
carried out. It is to be noted that the Government’s share in earnings 
is to be regarded as “’ franchise tax.’’ 

Sec. 20. Guaranty by Local Associations. The local bodies are 
authorized to guarantee paper to be offered by bank-members for re- 
discount to the National Association, as specified in a subsequent 
section (27). There is to be a charge for this fixed by the local 
directors ; the profits, and also any losses through bad paper are to be 
distributed among the members in proportion to their capital and 
surplus ; and the total amount of such guarantees is not to exceed the 
aggregate capital and surplus of the members. Thus there is a 
mutual guarantee by the banks of each others’ paper provided for. 
This might be regarded objectionable but for the proviso that the 
local body is not compelled to so guarantee; and it may require 
adequate security for mutual protection before guaranteeing paper. 
It seems inequitable that losses (and profits) be allotted according to 
capital and surplus when representation is on the basis of capital. 

There is nowhere in the bill any other limitation on the amount 
which may be guaranteed except as above stated; hence it would be 
possible for a few banks to take the bulk or all of the business; in 
other words, it is left to the managers of the local bodies to apportion 
the guaranties, so that there shall be no undue preference to big 
banks. It would seem that the intent is to prevent conditions where 
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large banks would be limited when needing help, when at the same 
time the demands of the small banks were very moderate; this might 
readily happen and operate detrimentally. Still, the discretion left to 
the local directors is large; but since a majority of those will, as 
already indicated, very likely be elected by the small banks, the proba- 
bility of discrimination against the latter will not be great, and the 
plan will prove workable. 

Sec. 21. Other functions. This provides that a local association 
may, with the approval of the National Association, assume clearing- 
house functions; this would eventually include the clearing of country 
checks, which is an eminently desirable feature. It also provides, as 
an adjunct tothe same functions, that the local organizations may be 
required by the National one to facilitate domestic exchanges in the in- 
terest of the public. While these provisions are general in terms they 
evidently contemplate most important results, the full value of which 
cannot be foreseen. The regulation of domestic exchanges is clearly 
one of the essential features of the general plan, certain to be beneficial 
to commerce. 


Sec. 22. Privileges and Penalties. This section contemplates giving 
each subscribing bank equal privileges and advantages, subject to its 
assuming the obligations imposed. It properly provides that there 
shall be a penalty of suspension from the privileges if the obligations 


are not carried out; thus, the failure to maintain reserves, make re- 
ports, submit to examination, misrepresentations, etc. It is a sound 
provision to compel the observance in good faith of the agreements 
under which banks become members. 

Sec. 23. Government’s Business. This section makes the National 
Association the fiscal agent and depository of the Government. It does 
not provide for the transfer of the special and trust funds of the Treas- 
ury, such as the reserve for the greenbacks and the gold and silver 
coin held for certificates; but the working balance is to be transferred 
and all receipts are to go into its branches, and all payments by the 
Government made by drafts on them. This means thatthe gross bal- 
ance of say $200,000,000 will at once be transferred to the Association; 
this will obviously give it a large operating capital, since the liabilities 
against this sum are about $100,000,000 and are generally slow, so that 
receipts coming in daily keep it fairly near the gross sum. This is one 
of the reasons why it seems entirely proper that there should be a larger 
representation of the Government on the board of directors of the Asso- 
ciation; this is the people’s money, and since it constitutes much more 
than the paid-up capital of the Association as proposed at the outset, 
and will always be a very large sum when considering a business turn- 
over of nearly $1,400,000,000 a year in receipts and payments, 5 direc- 
tors out of 49 are not sufficiently representative. 


Sec. 24. Business of the Association. The business of the Associa- 
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tion within the United States, except as to purchase of securities and 
gold, hereafter specified, is confined to the bank-members and the Gov- 
ernment. It is essential to the execution of the plan not to interfere with 
the business of the individual banks, that this limitation be clearly de- 
fined and carried out. There is at least one drawback to this, to be con- 
sidered later; but it would manifestly be incongruous for a central or- 
ganization owned by the banks to be empowered to compete with them 
for business. The theory of the plan is that the Reserve Association 
is to be the servant of the banks; and this is eminently proper so long 
as through such service it also benefits the people. This public service 
function must not be lost sight of, for it is of the utmost importance. 
Still it is not incompatible to provide as this section does, that the Asso- 
ciation is to receive deposits only from the subscribing banks and the 
Government, and discount only for the banks. 


Sec. 25. Interest On Deposits. Inthe further execution of the pre- 
ceding feature of the plan the Association is forbidden to pay interest 
on deposits. It might well be urged that the Government should be al- 
lowed interest upon its balances on deposit with the Association, since 
there are no requirements, such as exist to day, that there be a bond se- 
curity furnished to cover such deposits of the public money. As it 
stands the Government would be lending the banks very large sums 
without security or interest, to which the people might readily object. 
It is evidently worthy of further study. 

Sec. 26. Discount Of Short Paper. Bank-members of the Associa- 
tion are to have the right to have short-term commercial paper held by 
them rediscounted on their indorsement, to an amount equal to their 
capital. This is defined as paper having not more than 28 days to run 
and having already run at least 30 days; and based upon an actual agri- 
cultural, industrial or commercial transaction, and not one having to do 
with stocks and bonds. A further limitation included in the section isthat 
in the National Bank Act, that not more than 10 per cent. of the capi- 
tal and surplus is to be paper of any one person or concern, directly or 
indirectly. 

Doubtless a great many banks have not at any one time any sub- 
stantial amount of this class of paper on hand; particularly the smaller 
institutions in agricultural communities where longer-term paper is the 
rule. But it is conceivable that the practice may be changed soas to bring 
about different conditions. Still the extension of facilities to these dis- 
tricts will be quite limited, at least for a time, unless the provision is 
modified. So far.as it now goes, any bank having any such paper, 
whether originally for 60 days or 6 months, but at the time only 28 
days from maturity, may get cash from the nearest branch of the Asso- 
ciation by indorsing such paper over to the association. This is an im- 
portant step forward. 


Sec. 27. Discount of Long Paper. For paper having longer than 





CATEGORICAL DISCUSSION OF ALDRICH PLAN. 209 


28 days torun (up to4 months), this section provides that a bank may 
indorse and rediscount the same if guaranteed by the local association 
of which the bank is a member. As has already been shown, this is to 
be subject to a charge and at the discretion of the local board (sec. 20). 
It must of course be commercial paper as heretofore defined, and the 
section does not limit the amount which any one bank may present for 
guaranty. 

This provision is more favorable to banks in agricultural regions; 
but the question arises how far the requirement for guaranty may in- 
terfere with its operations. In time this may become the most impor- 
tant function of the organization; but it may require some experience 
to get local banks and their organizations into line. 

Sec. 28. Emergency Paper. When the Association’s management 
believes and the Secretary of the Treasury agrees, that a special 
emergency has arisen, and provided the Association is in condition to 
do so, it may discount promissory notes of bank-members indorsed by 
the local associations, if the latter secure themselves by the deposit of 
collateral by the banks asking for the discount. There is no limit in 
the section as to the volume of these emergency transactions. The col- 
lateral is to be held for the benefit of the Association and the advances 
are not to exceed 4 the value of the securities deposited as collateral. 

It is urged that there should be a distinct limitation upon the amount 
which could be borrowed, but we are justified in believing that the status 
of the Association as provided in subsequent sections does this; it is evi- 
dently necessary only to be assured that there will be no discrimina- 
tion against any particular section in the distribution of the credit ex- 
tension available. 


Sec. 29. Business Done At-Branches. The business of the Associ- 
ation is naturally to be carried on by the several branches, and this sec- 
tion provides specifically that the discounting is to be done at the branches 
of the district in which the banks applying are located. 

Sec. 30. Discount Rate. The Association is empowered to fix and 
publish its discount rate which is to be uniform throughout the 
country. This sounds well, but by making it mandatory it is question- 
able if the desired result can be attained. 

We have seen that the Association may not compete in buying com- 
mercial paper; it can take it only from the bank-members. If then it 
fix a discount rate higher than that which the banks are charging, they 
need not follow until compelledto come to the Association for rediscounts; 
if it fix a lower rate it is powerless to enforce it, because it can let no 
one but the banks enjoy it, and they are at liberty to continue a much 
higher one. Indeed fixing a lower rate would probably cause inflation 
of credit, since banks, able to get better rates, would be likely to avail 
themselves of the chance to profit. 

Abroad, central banks have means of compelling the other banks 
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to follow the rate fixed by entering the discount market in competition, 
directly or indirectly. Unless there is some modifying proviso the 
power under this section will be a dead letter. 

As to unformity of rates a similar difficulty presents itself. Our 
rates now vary so that there may be a 3 per cent. rate in the East and 
a7 per cent. rate in the West. Hence a uniform 4 per cent. rate by 
the Association would be of no value in the East, but very useful and 
profitable in the West. It would seem desirable not to make this pro- 
viso mandatory, but to let the Association work out equalization of rates 
gradually. As it stands it may prove worse than useless, because ac- 
ually detrimental. 


Sec. 31. Acceptances. This section provides a new feature in our 
banking, viz.: the acceptance by banks of drafts or bills of exchange 
having not longer than four months to run to be “‘ preperly secured,”’ 
and only of the commercial class as defined; the amount not to exceed 
one-half the capital and surplus, and again limited by the proviso that 
not more that 10 per cent. is to be paper of one person or concern. 
Only national banks are to be authorized to do this: but it is probable 
that a way may be found to let state institutions do the same. 

The power thus given is too broad; it would be dangerous, at the 
outset at least, to permit such an expansion of liability on top of the 
others, to be exercised by the little banks all over the country. It is 


at best experimental and we should proceed carefully with the grant of 
such power. 


Sec. 32. Purchase of Acceptances. The Association may purchase 
from subscribing banks acceptances created under the provisions of 
the preceding section, and also acceptances of firms of unquestioned 
standing, when its status and general conditions warrant; the paper 
must be commercial, classifiable as “‘ prime,” have not more than 
ninety days still to run, and be indorsed by the bank presenting it 
which must be other than the acceptor. 

This is a provision which modifies the preceding one to the extent 
mentioned in the last condition; the paper can not be purchased 
directly from the bank accepting the same. 


Credit Extension in General. The preceding sections contain the 
features governing extension of credit ; the use of them is subject to 
the reserve and other provisions governing the Association’s power to 
issue notes to be discussed in proper order. Thus a bank may redis- 
count up to its capital under sec. 26; it may further discount up to its 
capital and surplus under sec. 27; it may accept paper up to half its 
capital and surplus under sec. 31; and in emergency it may expand 
further, certainly to capital and surplus and probably more, under sec. 
27. In short, it may expand to 3™% times its capital and 2% times its 
surplus. If all banks in the country were to come into the system 
there would be capital $2,000,000,000, surplus $1,250,000,000; thus 
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the maximum possible expansion would be $7,000,000,000 plus $3,125,- 
000,000, or $10,125,000,000. Of course the limitation on the issue 
powers of the Association would render such an expansion impossible ; 
but the degree to which it may be carried out depends in part upon 
other factors still to be considered. Independent of this the potential 
expansion as here indicated appears far too great and might well be 
circumscribed. 

The rediscounting features unquestionably furnish abundant means 
for quickly obtaining cash to relieve pressure. Presumably no bank 
will be more than 24 hours away from a branch of the Association, and 
will be in position to present some form of commercial paper to obtain 
the cash. For all probable demands the Association will be in position 
to furnish ample cash. Thus the need for banks to suspend payments 
for lack of ready money would be done away with; and the fact that 
cash can be speedily obtained will tend very strongly to prevent a lack 
of confidence. 

It is claimed for the measure that it will operate to give preference 
to commercial paper over stock exchange loans; the purpose being to 
establish a commercial paper discount market, serving the double 
object of absorbing surplus funds and furnishing business with ample 
means at alltimes. It is recognized that the present system operates 
practically in the opposite manner. Thus, the only section in the bill 
that contemplates direct loans upon stock exchange collateral is the 
one providing for emergencies ; and it cannot be reasonably objected 
to, since it is entirely proper that there should be some means available 
in emergencies to protect the security markets against violent and 
destructive decline in values. 

It is not clear, however, that the limitations in the other sections 
will fully serve the purpose in view. There is nothing to prevent a 
bank obtaining rediscounts of commercial paper and using the proceeds 
for stock exchange loans. It may be difficult, and perhaps impossible, 
to provide in a law a way of positively preventing such action. Yet in 
framing the definition of commercial paper, which obviously will be an 
important clause, the recommendation of the Commission of the 
American Bankers’ Association should not have been ignored; its 
phrasing is more definite than the one in the bill. It limited such 
paper to notes and bills discounted by banks for their customers, the 
proceeds of which have been used for commercial, agricultural or 
industrial purposes. It has never been explained why this recom- 
mendation of experienced bankers was ignored by the Monetary Com- 
mission. 

Sec. 33. Investments. The Association may invest in any United 
States bonds; and in one-year obligations of the United States, of any 
state or dependency, or of foreign governments. This is a proper 
power to be given the Association. 
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Sec. 34. Dealing in Gold. The Association may buy and sell, here 
or abroad, gold (coin and bullion), loan thereon, contract to borrow it, 
giving security therefor, even to hypothecating any of its United 
States bonds. This also is a necessary power to enable the Associa- 
tion to regulate our foreign exchanges and protect our gold reserves. 


Sec. 35. Foreign Exchange. The Association may buy, but only 
from subscribing banks, commercial bills drawn on foreign countries, 
having not more than ninety days to run, bearing two names inclusive 
of the bank, and may sell these with or without its own indorsement. 
The power to buy is thus limited, but the sale may be made to any- 
one anywhere without limitation. The limitation on buying is likely 
to hamper control of the foreign exchanges somewhat, since a bill 
broker may not sell directly to the Association. In this respect it 
appears somewhat out of harmony with the general purpose of giving 
the institution a free hand in foreign business. 


Sec. 36. Foreign Business. Here the Association has quite full 
powers. It may establish agencies and keep accounts abroad to buy, 
sell and collect foreign exchange. The only limitation is that the bills 
must be commercial bills, running not more than ninety days, with two 
names or more. The provision would be more effective if the limita- 
tion of commercial bills were not included. Sometimes for the pur- 
pose of controlling the gold movement, when commercial bills are 
scarce, a resort to finance bills might prove exceedingly useful. This 
matter is entitled to further consideration. 


Sec. 37. Transfers. The Association is to transfer deposit balances 
with it from a branch at one place to another place where a branch is 
located. Thus a bank in Philadelphia having an account with the 
branch there could get a part thereof transferred, even by telegraph, 
to be credited on the books of the San Francisco branch to the credit 
of the bank’s correspondent there. There is to be a rate for such 
service fixed by the manager of the branch where the transmitting 
bank is located. The latter proviso is a defect; the rates should be 
fixed by the governor of the Association and not by a local manager; 
the latter being influenced by local conditions is not so capable of 
judging as the man at the helm in the head office, who naturally has a 
nation-wide, if not world-wide, view of the conditions that should be 
the guide in the fixing of rates. The local manager would clearly be 
less fully informed and might easily make an objectionable rate. 

The speedy transfer of funds is one of the most beneficial functions 
performed by central banks in continental Europe, and in a country of 
the extent of ours, the benefit to be derived by our domestic trade will 
be even greater than there. 





THE NEGOTIABLE INSTRUMENTS LAW. 


A SERIES OF PRACTICAL ARTICLES RELATIVE TO THE 
LAW OF NEGOTIABLE INSTRUMENTS. 


CITING RECENT AND IMPORTANT DECISIONS 
BY JOHN EDSON BRADY, OF THE NEW YORK BAR. 


(These articles were commenced in the July, 1909, issue.) 


Vil. PRESENTMENT FOR PAYMENT. 


14. Presentment of Checks for Payment. 
15. Presentment of Check Where Parties in Same Place. 
16. Presentment of Out-of-Town Checks. 

14. Presentment of Checks for Payment.—The rules which regulate 
the presentment of checks for payment differ somewhat from those which 
apply to ordinary bills of exchange. A check is defined by section 321 
of the Negotiable Instruments Law to be “‘ a bill of exchange drawn on 
a bank.’’ In the same section it is declared that, unless otherwise pro- 
vided, the provisions of the statute, applicable toa bill of exchange pay- 
able on demand, apply alsoto a check. But section 322 contains an ex- 
plicit direction as to the time when checks shall be presented for pay- 
ment. It reads as follows: 

‘’ A check must be presented for payment within a reasonable time 
after its issue or the drawer will be discharged from liability thereon to 
the extent of the loss caused by the delay.’’ It will be recalled that a 
bill of exchange, other than a check, is sufficiently presented for the pur- 
pose of charging the drawer and indorsers if the presentment is made 
within a reasonable time after the /as¢ negotiation of the bill. (See 29 
B. L. J. 126). It will be noticed, by referring to the section quoted 
above, that a check must be presented within a reasonable time after 
its issue. It will also be noticed that the failure to present a check for 
payment within a reasonable after its issue discharges only the drawer. 
No mention is made of the indorsers, whose names may be on the check. 
Their liability is regulated by section 131 of the Negotiable Instruments 
Law. (See 29 B. L.J.126.) That is, the position of a check indorser 
with respect to presentment for payment is the same as that of an in- 
dorser of any other bill of exchange. However, when the drawer of a 
check is released by a failure to present for payment within a reasonable 
time after issue, the indorsers are also discharged under section 201, 
which provides ‘* that a person secondarily liable is discharged * * by 
the discharge of a prior party.’’ 

Finally, it will be noticed that the drawer of a check is not discharged 
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from liability by the mere fact alone that the check is not presented with- 
in a reasonable time after issue. It must further appear that the delay 
in presenting caused a loss to the drawer and then the drawer is dis- 
charged only to the extentoftheloss. When a loss occurs in these cases 
it is generally due to the failure of the drawee bank between the time 
of the issue of the check and its|presentment. (See infra, section 17.) 


15. Presentment of Check Where Parties in Same Place.—It is ap- 
parent that no fixed rule for determining what is a reasonable time 
can be found which will apply to all cases. In some cases the payee 
receives the check at the same place where the drawee bank is located. 
It is clear that he is not entitled to the same time for presentment that 
would be allowed if the check were drawn on a bank in a distant city. 

The following rule was laid down by the American decisions prior 
to the time of the Negotiable Instruments Law: Where the drawee and 
payee are in the same city or town, a check, to be presented within a 
reasonable time, should be presented at some time before the close of 
banking hours on the day after it is received, and the circulation of the 
check from hand to hand will not extend the time of presentment to the 
detriment of the drawer. The Negotiable Instruments Law supple- 
ments this by providing that in determining what is a reasonable time 
‘“ regard is to be had tothe nature of the instrument, the usage of trade 
or business, if any, with respect to such instruments and the facts of 
the particular case. Neg. Inst. L., sec. 4. This statutory addition 
does not work any real change inthe law. Gordon v. Levine, 194 Mass. 
418, 80 N. E. Rep. 505. Inthe case just cited a check was drawn in 
Boston on a Boston bank and delivered in Boston to the payee, who re- 
sided in Chelsea. This happened on Saturday. On the following Mon- 
day the payee transferred the check to another, who transferred it again 
on Wednesdav. The last indorsee depositedin a Boston bank on Thurs- 
day and the check was presented for payment to the drawee bank on 
Friday, six days after its issue, but the drawee bank had failed at an 
earlier hour on that day. The action was brought by the payee against 
the drawer, and it was held that the drawer had been discharged by the 
failure to present the check for payment within a reasonable time after 
its issue. 

A case, in which it was held that presentment.was made within a 
reasonable time, is State Bank v. Carroll, Neb., Apr. 1908, 25 B. L. J. 
672. In that instance the State Bank brought an action on a check 
against one Carroll who drew the check and the Union Pacific Railroad 
Company, the payee, and the indorser of the check. The railroad com- 
pany received the check in payment of a freight bill on the afternoon 
of May 27th. The check was indorsed and transferred to the plaintiff 
bank after banking hours on the same afternoon, the railroad company 
receiving Omaha exchange in payment of the check. On the following 
morning the president of the plaintiff bank, learning that the state bank 
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examiner was in town, and having reason to believe that the drawee 
bank might be in financial difficulties, took the check and went with it to 
the drawee bank. The bank not being opened at that time the presi- 
dent came back later, not having returned to his own bank in the mean- 
time. Payment was refused, although the drawer had sufficient funds 
on deposit to meet the check. While the president of the plaintiff bank 
was absent from the bank on this errand a messenger was sent by the 
bank examiner to present a number of checks held by the drawee bank, 
drawn upon the plaintiff bank. These checks were paid. At the same 
time the messenger inquired if the plaintiff bank held any checks against 
thedrawee bank. The employee of the plaintiff bank, not having know- 
ledge of the check in question, replied that there were none. It was 
held that the check was presented for payment within a proper time, 
that there was no negligence on the part of the plaintiff bank and that 
the plaintiff could recover on the check. 

The holder of a check is entitled to deposit it in his own bank, and 
the fact that the check is for that reason presented a day later than if the 
holder had personally presented it to the drawee bank will not release 
the drawer. Furthermore a bank, which receives for collection a check 
drawn on another bank in the same place, is not bound to present the 
check for payment on the day itis received, where this would be con- 
trary to the usual custom of banks. The case of Zaloom vy. Ganim, 129 
N. Y. Supp. 85, 28 B. L. J. 657, may be cited in support of these state- 
ments. The facts in that case showed that the defendant gave the 
plaintiff in New York a check on a bank in that city on August. 4th, 
1910, after banking hours. The plaintiff deposited it in his bank on 
the morning of August 5th, and it was presented for payment on Aug- 
ust 6th, when payment was refused because the State Banking Depart- 
ment had taken possession of the drawee bank. It appeared that the 
check would have been paid if presented on August 5th. It was held 
that presentment for payment was made within a reasonable time and 
that the defendant, the drawer of the check, was not discharged. The 
usage of presenting checks through the clearing house was recognized 
in this case. The court said: ‘* This usage of trade and business has 
become incotporated into the banking business of the state and country, 
and would be seriously affected if immediate presentment to the paying 
bank were required. Bearing in mind the general commercial law that 
the paying bank is required to satisfactorily identify the payee, * * and 
bearing in mind also the vast number of checks daily used in the city 
of New York, itis apparent that, if the banks and trust companies of 
New York City were required, immediately upon their receipt, to pre- 
sent deposited checks to the banks upon which they are drawn for pay- 
ment, confusion amounting almost to chaos would be the result.’’ 


16. Presentment of Out-of-Town Checks.— When the check in ques- 
tion is drawn on an out-of-town bank the holder is, of course, entitled 
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to greater time in which to present for payment, than where he is in 
the same place with the drawee bank. Just how much time he is en- 
titled to depends upon the circumstances. The distance which the check 
must be sent, the facilities for sending it and the customs and usages of 
banks in such cases are all taken inte consideration in ascertaining 
whether or not the check has been presented for payment within a 
reasonable time. The decisions which follow will serve to show how 
the rule of reasonable time has been applied to the presentment of 
out-of-town checks. 

On March 13, 1903, near the close of business hours, a man by the 
name of Moodie, who was the holder of two checks that were drawn on 
the Greenville Bank, doing business in the Iowa town of that name, in- 
dorsed and delivered them for value-to the Plover Savings Bank, which 
also takes its name from the municipality in which it is located. One 
of the checks was dated March 8, 1903, and the other March 12. While 
the two towns of Plover and Greenville are but 45 miles apart, they are 
on different lines of railway andthe mail service between them is, or 
was at the time when this cause of action arose, of an indifferent char- 
acter, so indifferent, in fact, that had the checks been mailed direct to 
the drawee on Saturday, March 14, they would probably not have 
reached their destination before Monday, March 16. But the Plover 
Bank did not send the checks to the drawee. It followed its customary 
method in such matters and sent the checks to its correspondent, the 
Des Moines Savings Bank at Des Moines, Iowa, by the first mail in 
that direction on Saturday, March 14. The checks passed through the 
hands of two other banks and finally reached the Greenville Bank on 
the morning of March 19. No evidence was offered to show that any 
of the banks, receiving the checks, failed to forward them on the day 
of their receipt or on the following day, except the Des Moines Bank, 
and in that case the intervening day was Sunday. Prior to the pre- 
sentment of the checks to the.drawee bank, the drawer had stopped 
payment claiming that they had been obtained from him by fraud. 
The checks were passed back along the line of banks to the Plover 
Bank, which commenced suit against Moodie on his indorsement. 
Moodie claimed to be discharged by the delay in presentment. 

He was, nevertheless, held liable on his indorsement. The court 
deduced this working rule from the negotiable instrument statute. 
‘The holder of indorsed paper is not held to any fixed or invariable 
limit of time in which to make presentment and demand. He is 
required to act with reasonable diligence and promptitude, taking into 
consideration the nature of the instrument, the usages of the business 
world, and the peculiar facts, if any, attending the particular trans- 
action in hand.”’ 

With this rule as a standard the court went on to say that the 
method of collection used by the Plover Bank in this instance was in 
keeping with the general custom of banks all over the country and 





THE NEGOTIABLE INSTRUMENTS LAW. 217 


could not be regarded as unreasonable. ‘‘ Of course,’’ said the court, 
‘‘ we are not to be understood as holding that banks are at liberty to 
adopt any usage or manner they see fit, and escape all imputations of 
negligence for resulting losses to those with whom they may deal. It 
is reasonable to hold that checks must go forward with due regard to 
the interest of drawers.and indorsers, and if banks adopt unreasonably 
circuitous routes and methods whereby loss results, they should bear 
the burden, but, ordinarily, the natural caution which is engendered 
by self-interest will be sufficient to insure promptness and dispatch in 
the discharge of duties of this nature.’’ Plover Savings Bank v. 
Moodie, 135 Ia. 685, 110 N. W. Rep. 29. 

Another case in which it was held that an out-of-town check was 
presented for payment within a reasonable time is Citizens Bank v. 
First National Bank, 135 Ia. 605, 113 N. W. Rep. 481. The statement 
of facts evidences that the plaintiff and defendant are banks engaged 
in business at Pleasantville, Iowa. At Sandyville, about seven miles 
distant, is another bank, known as the Farmers’ Bank. Sandyville 
is an inland town, some distance from the railroad. The only mail 
connection between the two places is by indirect railway connection 
and star route involving two changes and requiring two days for the 
transmission of .a letter. The postal officials who handle mail 
addressed to the Farmers’ Bank are in the habit of occasionally depos- 
iting such mail in a private letter box belonging to one of the officers 
in the bank. 

The pertinence of these facts will become apparent as the state- 
ment of the case progresses. On September 22nd, 1904, one Essex 
purchased a draft from the defendant, giving therefor his own check 
on the Farmers’ Bank for $3,498.50, payable to the defendant’s order. 
On September 23rd, the defendant indorsed and delivered the check to 
the plaintiff, receiving credit for the face amount thereof in settling 
their exchanges. Later on in the same day the plaintiff forwarded the 
check for payment direct to the Farmers’ Bank by mail. On Sep- 
tember 24th, the plaintiff and the Farmers’ Bank were in telephonic 
communication. According to the preponderance of evidence the 
cashier of the Farmers’ Bank informed the plaintiff that the check 
would be paid if there were funds on hand to pay it at the time of its 
arrival. The 25th of September, 1904, fell on Sunday, and while 
there was some dispute upon the point, the evidence indicated that the 
letter containing the check was placed in the private letter box men- 
tioned above during the afternoon of the 26th and delivered to the 
Farmers’ Bank on the morning of the 27th. When the check arrived 
there was not on deposit to the drawer’s credit a sufficient sum to pay 
the check, as a consequence of which fact payment was refused. And 
the present action was brought to recover from the defendant upon the 
ground that the plaintiff was negligent in presenting the check for 
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payment, which negligence, the defendant claimed, operated to 
release it as indorser. 

It is to be noted in this case that forwarding the check by mail was 
not the quickest method of presenting the check for payment. But 
the court said that negligence could not be predicated upon the mere 
circumstance that the check was forwarded by mail instead of being 
sent cross country by messenger, even though the latter means of 
transfer would have been the more expeditious course. The require- 
ment of the law is that a check shall be presented for payment within 
a reasonable time after its issue, and, in determining what is a reason- 
able time, due consideration is to be taken of the usages of business 
and all the facts and circumstances of the particular case. The pre- 
sentment for payment having been made in due time, and the other 
steps requisite to hold an indorser having been duly taken, the 
defendant was held liable on its indorsement. 

It may also be mentioned that the point was made in this case that 
the plaintiff was negligent in sending the check direct to the drawee 
bank for collection. But the dishonor of the check was not due to the 
fact that the check was sent direct to the drawee and the court refused 
to recognize this as a defense to the defendant. This point, however, 
is somewhat outside the scope of these articles. It is sufficient here to 
remark that to send checks direct tothe banks on which they are drawn 
is productive of difficulty and loss, is not good practice, and should be 
avoided when possible. 

In Aebi v. Bank of Evansville, 124 Wis. 73, 102 N. W. Rep. 329, 
presentment was held not to have been made within a reasonable time. 
The plaintiff in that case kept an account in the defendant bank and 
the bank was accustomed to receive checks payable to the plaintiff’s 
order, upon the faith of his indorsement, and credit them to him as 
cash. On September 14, 1901, the plaintiff received a check dated 
August 3lst, which he indorsed and deposited in the defendant bank 
on September 21st. The check was drawn on a bank seventeen miles 
from the place where the defendant bank was located. On the day of 
receipt the defendant bank mailed the check to the drawee bank. Not 
hearing from the check for about ten days the defendant bank sent a 
card of inquiry to which no reply was received. After waiting a few 
days longer the defendant bank called up fhe drawee on the telephone 
and learned that the check had never been received. A duplicate 
check was obtained, but by the time that was presented, which was 
October 25th, the drawer had absconded and his bank balance was 
appropriated by the drawee bank to pay his note which it held. The 
defendant bank deducted the amount of this check from the plaintiff's 
balance and this action was brought to recover the entire account. It 
was held that the defendant did not present the check within a reason- 
able time. The plaintiff was therefore not liable on his indorsement of 
the check and was entitled to recover the entire amount of his balance. 





This Department embraces all the newly decided cases of importance to 
bankers. bank connsel and bank directors. The experiences they disclose 
are likewise worthy the careful attention and study of the merchant. 
the depositor and the bank student seeking advancement. Further infor- 
mation regarding any case published will be furnished on application. 


FORGED INDORSEMENT—BANK LIABLE TO DE- 
POSITOR. 


Ruseel) v. First National Bank of Hartselle, Appellate Court of Alabama, November 14, 1911. 
56 So. Rep. 868. 


A bank, on which a check is drawn, is bound to use diligence to ascertain 
whether the payee’s indorsement is genuine. If the indorsement is forged and the 
bank pays the check the bank is liable to the depositor. 


Action by T. J. Russell against the First National Bank of Hartselle, 


Ala. Judgment for defendant and plaintiff appeals. Reversed and re- 
manded. 


Dre GRAFFENRIED, J. Frank Framhold is now and has been for the 
past 21 years a resident of Cincinnati, Ohio. During that period he has 
owned 160 acres of land, which is situated near Hartselle, in Morgan 
county, Ala., and which appears to be valuable principally for its timber. 
During the period above referred to, no one has been in the actual oc- 
cupancy of the land, and Framhold’s possession of it was that posses- 
sion which is referable to his title. So far as the record discloses, he 
possesses and has possessed, during the above period, an unincumbered 
fee-simple title to the land. He appears to have had relatives in Ala- 
bama, but seems to have known but little of them, and was himself a 
stranger to the people of Morgan county. It further appears from the 
evidence that he had no agent representing him in Morgan county. It 
seems that it was the custom of the tax assessors of that county to an- 
nually forward to him, at his address in Cincinnati, an assessment blank, 
and upon such blank he assessed the lands for taxation, and returned 
the assessment to the assessor at Hartselle. It seems that his taxes 
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were paid by him direct to the tax collector, but whether by checks or 
post office orders we do not know. 

It further appears from the testimony that Framhold had an uncle, 
who was about 65 years of age, and who resided, certainly for a part of 
the above period, in different parts of Alabama; and that the name of 
his uncle was Frank Framhold. There is some evidence tending to 
show that Frank Framhold, the uncle of the Framhold who owned the 
land, resided for 5 or 6 years in Birmingham; and it may be that he 
resided at that place during that period which is covered by the trans- 
action out of which arose this controversy. Frank Framhold, the 
nephew and the owner of the land, does not seem to have known much 
of his said uncle, as it appears from the testimony that he had not seen 
him for 16 or 17 years. 

One Claud Harris, who was the son of a man who appears to have 
been the tax assessor of Morgan county for a period of six years, re- 
sided in Hartselle, andit appears from the evidence that he aided his 
father in the performance of his duties as such tax assessor. It further 
appears from the evidence that the father of Claud Harris died while 
he was the tax assessor of said county, and that Claud Harris acted as 
such tax assessor from the time of his father’s death until his successor 
was duly and regularly appointed. We gather from the evidence that 
the transaction out of which this litigation arose either occurred while 
Claud Harris was in the tax assessor’s office, or shortly thereafter. 

The appellant, desiring to buy the said 160 acres of land, went to 
the said Claud Harris, and asked him if he knew who owned the land, 
and whether it was for sale. Claud Harris informed appellant that the 
land belonged to Frank Framhold ; that it was listed with him for sale 
for $640, and that Frank Framhold lived in Birmingham; and that if 
he desired the land he could get it at that price. Thereupon appellant 
told Harris that he was willing to pay $640 for the land and would do 
so upon the execution and delivery to him of a good and sufficient deed, 
signed and executed by Frank Framhold, and conveying a fee-simple 
title to the land. Harris then told appellant that he would go to Birm- 
ingham and get the deed; and there is evidence tending to show that 
Harris, about that time, went to Birmingham, and that, in the mean- 
time, appellant had the title investigated, and found upon investigation, 
that the title to the land was good in Frank Framhold. It further ap- 
pears from the evidence that Claud Harris, who was then in Hartselle, 
called appellant up over the telephone, and told him that he had ob- 
tained the deed from Frank Framhold and was ready to deliver it to him 
upon the payment of the money. Thereupon appellant met the said 
Harris in the banking house of appellee, and Harris exhibited to him a 
deed, which was regular on its face, and which purported to be signed 
by Frank Framhold, and which purported to convey to appellant an un- 
incumbered fee-simple title to the said land, which purported to have 
been duly witnessed by two witnesses, and to have been duly acknowl- 
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edged before a notary public in Birmingham, Ala. Claud Harris stated 
to appellant, at the time he handed appellant the deed, that his com- 
mission for making the sale was 10 per cent. and that he desired two 
checks; one payable to the said Claud Harris for the 10 per cent., and 
the other to said Frank Framhold. Appellant declined to do this, stat- 
ing that he knew nothing of the arrangement which had been made be- 
tween Claud Harris and Frank Framhold, and thereupon drew a check 
in favor of Frank Framhold for $640, and had the appellee to certify 
the check, and then delivered the checkto Harris, to be by him deliver- 
ed to Frank Framhold. Thereupon appellant took his alleged deed, as- 
sumed such possession of the land as it was capable of, assessed it for 
taxation, and in the fall of the year filed the deed for record in Morgan 
county, and it was recorded there. 

The check was, it appears, first negotiated in Birmingham, Ala. It 
appears to have been indorsed by Frank Framhold, Claud Harris, J. B. 
Hopkins, the First National Bank of Birmingham, which guaranteed 
all prior indorsements, and by the People’s Savings Bank, which also 
guaranteed all prior indorsements. It was paid by the appellee upon 
the guaranty as to prior indorsements by the above Birmingham banks. 
The appellee did not know Frank Framhold or his signature, and made 
no inquiry as to the genuineness of his signature appearing on the back 
of said check; but it did know the Birmingham banks, knew that they 
were solvent and relied exclusively upon their guaranties. 

About a year after the payment of the check, Frank Framhold came 
to Hartselle, and appellant then learned, for the first time, that said 
Frank Framhold had not only not signed the deed, but that he had never 
heard of it, and that he had not only not indorsed said check, but that 
he had never heard of it. In other words, appellant then learned, for 
the first time, that said deed was a forgery, and that said Framhold’s 
signature as the indorser of said check was also a forgery. Thereupon 
appellant immediately withdrew any claim that he had previously been 
making to said land on account of said deed, and immediately demand- 
ed of appellee the payment of said $640 which it had paid on said check 
and charged to appellant’s account. The appellee refused to pay ap- 
pellant said sum, and this suit was brought by appellant against appellee 
for its recovery. 

As a general rule, where a check is drawn payable to the order of 
any actually existing person, if the order or indorsement of such payee 
is forged, payment by the bank on which it is drawn is not an acquit- 
tance. The depositor has directed payment to be made in a certain 
manner; a payment made otherwise than according to his directions is 
no discharge of a bank’s obligation toward him. A check or bill, pay- 
able to order, is authority to the banker only to pay it.to the payee, or 
toa person who becomes the holder by a genuine indorsement. Morse 
on Banks and Banking, vol. 2 (3d Ed.) § 474. 

The appellee recognized the above rule, and it undertook to relieve 
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itself of responsibility by claiming that appellant, through his negli- 
gence had enabled the man who committed the forgery to successfully 
perpetrate the fraud. It in no way undertook to show what, if any, 
diligence was exercised by either of the banks in Birmingham when 
they received the check to ascertain whether the payee had actually in- 
dorsed the check; and it showed by its own evidence, that it paid the 
check without any investigation as to the genuineness of the signature 
of Frank Framhold as an indorser thereof, and that it paid it so/e/y upon 
the guaranty as to prior indorsements by the banks in Birmingham. It 
exercised, when it paid the check, no diligence to ascertain whether 
Framhold’s signature on the back of the check was genuine, and it of- 
fered no evidence that the Birmingham banks had done so. 

As was said by the Supreme Court of Michigan, in the case of Jud- 
son Harmon, Receiver, v. Old Detroit National Bank, 153 Mich. 73, 
116 N. W. 617, 17 L. R. A. (N.S.) 514, 126 Am. St. Rep. 467: ‘‘In this 
case the defendant took no precautions before paying the warrant to as- 
certain the identity of the payee. It did not show that it paid the war- 
rant to the pavee named therein; it evidently relied upon the identifica- 
tion made by the bank in Denver, Colo., where the draft was cashed, 
and whether that bank took the requisite precaution or not we do not 
know. It would naturally excite suspicion that a check drawn in De- 
troit, payable to a corporation in Chicago, ona bank in Detroit should 
be presented to a bank in the distant city of Denver. It was clearly the 
duty of the Denver bank to take proper means to assure itself that it 
was Paid to the proper party; in other words, to take proper means to 
identify the payee. 2 Morseon Banks and Banking §$ 466; Ellis v.Ohio 
Life Ins. & T. Co., 4 Ohio St. 628, 64 Am. Dec.610. The court in the 
case of Ellis v. Ohio Life Insurance & T. Co., supra, said: ‘Where the 
negligence reaches beyond the holder,and necessarily affects the drawee, 
and consists of an omission to exercise some precaution, either by the 
agreement of the parties or the course of business devolved upon the 
holder, in relation to the genuineness of the paper, he cannot in negli- 
gent disregard of this duty retain the money obtained upon a forged in- 
strument.’ The negligence of the Denver bank is imputable to the de- 
fendant.’’ 

It is contended by appellee that, as there was a man by the name of 
Frank Framhold, the uncle of the owner of the land, who may have 
been living in Birmingham, and as he may have been the man who 
signed the alleged deed, and as he may have been the man who also 
signed his name on the back of the check, therefore there was evidence 
before the jury which authorized them to infer that the Birmingham 
banks received the check upon the genuine indorsement ot Frank Fram- 
hold, the uncle, under a mistaken belief that he was the real payee of the 
check; and: that therefore there was some evidence in the case upon 
which the appellee could predicate a defense on that ground. A sig- 
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nature, with intent to defraud, by another person by the same name as 
the person to whom a check is drawn is just as much a forgery as if the 
names were different. In this case an intimation by us of an opinion 
as to whether the acceptance, by the banks in Birmingham, of the 
check in good faith from Frank Framhold, the uncle, and the payment 
of the money to him would or would not, under all the circumstances 
surrounding the case, furnish appellee with a defense to the suit would 
be mere dictum. If Frank Framhold, the uncle, indorsed the check, he 
was guilty, under the undisputed evidence, of forgery, and, as there is 
no evidence whatever that he did indorse it, we cannot presume that 
he did so. The presumption of the law, on the contrary, is that he did 
not. 

There appears in a community occasionally an impostor—a person 
assuming the name of some other person, for the purpose of imposition 
or fraud. In such cases, the general rule seems to be that, where the 
impostor assumes to be, and by such assumption induces a drawer of a 
check to believe he is in fact, the person he claims to be, and is by the 
drawer of the check actually named as payee in the check, then the draw- 
er of the check has no right to complain of the payment of the check by 
the bank upon which it is drawn, if it was actually indorsed by the im- 
postor, and he received the money. But this rule does not apply ordi- 
narily to a case where the impostor merely assumes to be the agent of 
the person named as the payee, and not the payee himself; for, while 
the drawer, by delivering the check to such a person, may be regarded 
as vouching for him as the agent of the payee, he does not vouch for 
his right to indorse the payee’s name. Judson Harmon, Receiver, v. 
Old Detroit National Bank, supra. 

In the present case, there was no one, so far as the evidence discloses, 
in Birmingham or elsewhere who personated Frank Framhold: The 
evidence does show that Claud Harris falsely represented himself to be 
the agent of Frank Framhold, and that he, in person, or by the aid of 
some confederate, forged Frank Framhold’s signature on the back of the 
check. The fact that he, either in person or with the aid of a confeder- 
ate, also forged the same name to a deed does not, it seems to us, throw 
any light upon this case, or in any way help appellee. No banker who 
handled the check ever saw the signature to the deed, and it cannot be 
said that the signature to the deed in any way caused the bankers, or 
any of them, to cash the check. 

We can see nothing in the facts of this case which takes it without 
the operation of the well-established rule that a banker on whom a check 
is drawn must ascertain, at his peril, the identity of the person named 
in it as payee; and we can see nothing from which a reasonable conclu- 
sion can be drawn that any bank connected with this transaction was 
misled by an act of negligence or other fault of appellant justifying the 
mistake which was made in the payment of the check. Murphy’v. Met- 
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ropolitan National Bank, 191 Mass. 159, 77 N. E. 693, 114 Am. St. Rep. 
595. 

It is true that the delivery by appellant of the check to Harris enabled 
Harris, in person or by the aid of a confederate, to commit a forgery, 
but appellant had the right, when he delivered Harris the check, to pre- 
sume that whenthe check was presented for payment the bank to which 
it was presented would exercise those precautions with reference to the 
genuineness of the signature of the payee that the law in such cases re- 
quires. This the evidence altogether fails to show. Murphy v. Met- 
ropolitan National Bank, supra. The stability of business requires that 
when a rule of law is announced it shall be adhered to in all cases covered 
by it, although hardships may thereby at times result ; for ° the known 
certainty of the law is the safety of all.’’ 2 Coke upon Littleton, 395a. 

The trial court, against the objection of appellant, permitted appellee 
to introduce in evidence the alleged deed from Frank Framhold to ap- 
pellant. As the evidence shows, without dispute that Frank Fram- 
hold never signed the deed, and never acknowledged it before any per- 
son, the deed and the acknowledgment were absolutely void. Grider 
v. American Freehold Mortgage Co., 99 Ala. 291, 12 South. 775, 42 
Am. St. Rep. 58; Chattanooga N. B. & L. Association v. Vaught, 143 
Ala. 389, 39 South. 215. A void thing is, in legal effect, no thing, and 
has no effect whatever. Words and Phrases, vol. 8, p. 7332. We are 
therefore of the opinion that the court erred in permitting appellee to 
introduce the said deed in evidence. It was admitted in evidence by 
the court for the purpose of permitting a comparison of the handwrit- 
ing of the words “‘Frank Framhold’’ on the back of the check and to 
the signature to the deed; but we cannot, as we have above stated, see 
how this comparison, whether favorable or unfavorable, could have been 
of any legitimate service to the jury in determining any of the legiti- 
mate inquiries in the case. The check was delivered to Harris for 
Frank Framhold, the owner of the land, to be by Harris delivered to 
him. It was not delivered to him for the purpose of enabling him, 
through forgery, to commit a fraud upon any person, and there is noth- 
ing in the record indicating that it was so done. 

The trial court also permitted some of the witnesses for appellee to 
testify that, in their opinion, the 160 acres of land was worth much 
more than $640. The witnesses who so testified showed by their testi- 
mony, in the first place, that they had never been over the land, and 
were not competent to testify, on that account, to its value, and, in the 
second place, it mattered not to appellee, or any banker into whose 
hands the check came, whether appellant was paying full value for the 
land or not. 

It therefore appears to us that the court below committed error in 
the trial of this case which was manifestly prejudical to appellant, and 
this cause is therefore reversed and remanded. 

Reversed and remanded. 
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TRANSFER OF STOCK WHERE REGISTERED HOLDER 
INDEBTED TO BANK. 


Strahmann v. Yorkville Bank, New York Supreme Court, Appellate Division, December 1, 1911. 132 
N. Y. Supp. 130. 


Under the New York Stock Corporation Law and Banking Law, a bank may 
refuse to transfer stuck upon its books where the holder of record is indebted to the 
bank, and where a notice to that effect is printed upon the certificate. 

Submission of controversy, under Code Civ. Proc. § 1279, between 
Henry C. Strahmannand the Yorkville Bank. Judgment for defen- 
ant bank. 


LauGuHuiin, J. The defendant is a domestic banking corpora- 
tion, and on the 15th day of December, 1896, it duly issued to one 
Charles C. Clausen a certificate for 10 shares of its capital stock, and 
on the 18th day of May, 1910, said Clausen pledged the same with 
the Hudson Trust Company as collateral security for the payment 
of a note discounted by said trust company for him on the security 
thereof by signing a blank power of attorney for the sale, assignment, 
and transfer of said stock, indorsed on the back of said certificate, 
and delivering the same to said trust company. The maker of the 
note defaulted in payment, and therefore, and on the 25th day of 
November, 1910, the trust company duly sold, assigned, and trans- 
ferred the stock to the plaintiff, who the submission shows became 
the lawful holder and ownerthereof. After thus acquiringthe stock, 
the plaintiff demanded of the defendant that it transfer the same upon 
its books to his name and issue a new certificate to him therefor, 
which demand was refused, upon the ground that there was then due 
and owing to the defendant from said Clausen the sum of $8,033.36, 
with interest thereon from the 19th day of September, 1910, on ac- 
count of an indebtedness for moneys loaned and advanced to said 
Clausen by the defendant on discounting his paper while he was the 
owner of said stock. Clausen, from the time said stock was issued, 
has been the registered holder thereof on the books of the defend- 
ant and he was elected one of its directors on the 9th day of Decem- 
ber, 1896, and continued to be a director until the 6th day of Octo- 
ber, 1910. 

Section 1 of article 10 of the by-laws of the defendant, adopted at 
about the time of its organization and prior to the issuance of said 
certificate of stock to Clausen, provided as follows: 


‘* The shares of the bank shall be transferable only on its books, 
and subject to such regulations as are contained in these by-laws as 
to the closing of the books for the purpose of the annual election or 
other meetings of stockholders. The transfer, when made, shall be 
in person or by attorney upon surrender and cancellation of the out- 
standing certificates for the shares so transferred, and upon proof 
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satisfactory to the bank, that the person presenting such certificate 
for transfer is legally entitled to transfer the same, and that he has 
entered into no agreement restricting such right of transfer. The 
bank shall be under no duty to accept any such surrender, or make 
such transfer, until all claims, obligations and demands of every kind 
existing and contingent in its favor against the registered holder of 
such shares, or with respect to the right of the person demanding 
such transfer to deal with such shares, shal] have been first discharged 
to its satisfaction, and every stock certificate of this bank shall have 
printed or written on it as a condition of its issue, that if the regis- 
tered holder thereof shall be or become indebted to the bank, the 
directors may refuse to consent to a transfer of the stock appearing 
in his name, until such indebtedness is satisfied, and that so long as 
he be so indebted the stock represented by the certificate shall not 
be transferable.” 


This section of the by-laws remained in force until the lst day of 
March, 1909, when it was duly amended by omitting that part of the 
last sentence which required that every certificate should have prin- 
ted or written thereon, as a condition of its issue, that, if the regis- 
tered holder thereof should be or become indebted to the bank, the 
directors might refuse to consent to a transfer of the stock until such 
indebtedness was satisfied, and that the stock should not be transfer- 
able while such indebtedness existed. ‘The submission shows that 
no other change relating to this question was made in the by-laws, 
and that they contained no other provision bearing thereon. It does 
not appear what the purpose of the corporation was in thus amend- 
ing the by-laws, but it is not claimed by the plaintiff that his rights 
were affected by said amendment and the case has been argued as if 
no change had been made in the by-laws. In accordance with the 
requirements of the original by-law, the certificate of stock issued 
to Clausen on its face contained a provision to the effect that it was 
only transferable on the books of the company on the surrender of 
the certificate, ‘‘ upon the condition, however, that, if the registered 
holder of this certificate shall be or become indebted to the company, 
the directors may refuse to consent toa transfer of the stock appear- 
ing in his name, until such indebtedness is satisfied, and, so long as 
he be so indebted, the stock represented by this certificate shall not 
be transferable.” The certificate contained this provision at the 
time it was acquired by the plaintiff, although prior to the time the 
stock was pledged to the Hudson Trust Company by Clausen the re- 
quirement that this be printed on the certificate had been repealed; 
but since the purpose of such repeal has not been discussed in the 
points, and no claim is based thereon, we do not deem it necessary 
to consider it. 

It is conceded by the learned counsel for the defendant that, in 
the absence of a statute authorizing such restriction, it was not com- 
petent for the bank to restrict the transfer of its stock by a stock- 
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holder, who was indebted to it; and it has been so adjudicated by 
controlling precedents. Bank of Attica v. M. & T. Bank, 20 N. Y. 
501; Driscoll v. West Bradley & Cary Mfg. Co., 59 N. Y. 96; Buffalo 
German Insurance Co. v. Third National Bank, 162 N. Y. 163, 56 N. 
E. 521, 48 L. R. A. 107, affirmed 193 U. S. 581, 24 Sup. Ct. 524, 48 L. 
Ed. 801. At the time the original by-law was enacted, and when this 
certificate of stock was issued, it was provided in section 26 of the 
stock corporation law (chapter 564 of the Laws of 1890), now section 
51 of the stock corporation law (chapter 59 of the Consolidated Laws), 
as follows: 

‘*If a stockholder shall be indebted to the corporation, the di- 
rectors may refuse to consent to a transfer of his stock until such in- 
debtedness is paid, provided a copy of this section is written or prin- 
ted upon the certificate of stock.”’ 

It is contended on the part of the defendant that this provision of 
the stock corporation law was applicable to banking corporations, 
and that, although a copy of the section was not written or printed 
upon the certificate, the substance thereof was printed on the face of 
the certificate pursuant to the requirement of the by-law, and that 
this was a substantial compliance with the statute. The learned 
counsel for the plaintiff contends that this statutory provision was 
not applicable to a banking corporation, and that, if it were, it was 
not complied with. The theory upon which it is claimed that it is 
not applicable is that subdivision 5 of section 25 of the banking law 
(chapter 689 of the Laws of 1892, as added by chapter 452 of the Laws 
of 13896), now with some changes in phraseology, subdivision 8 of sec- 
tion 27 of the banking law (chapter 2 of the Consolidated Laws) was 
in conflict therewith, and that by virtue of the provisions of section 
33 of the general corporation law (chapter 563 of the laws of 1890, 
as added by chapter 687 of the laws of 1892) now section 321 of the 
general corporation law (chapter 23 of the Consolidated Laws), said 
subdivision 5 of section 25 of the banking law must prevail. Said 
section 33 of the general corporation law provided as follows: 


‘* If in any corporate law there is or shall be any provision in con- 
flict with any provisions of this chapter or of the stock corporation 
law, the provisions so conflicting shall prevail, and the provisions of 
this chapter or of the stock corporation law with which it conflicts 
shall not apply in such a case. If in any such law there is or shall 
be a provision relating to a matter embraced in this chapter or in the 
stock corporation law, but not in conflict with it, such provision in 
such other law shall be deemed to be in addition to the provision in 
this chapter or in the stock corporation law relating to the same sub 
ject matter, and both provisions shall, in such case, be applicable.’ 


Said subdivision 5 of section 25 of the banking law, so far as ma- 
terial, provided as follows: 


‘*No such corporation shall make any loan or discount on the se- 
curity of the shares of its own capital stock nor be the purchaser or 
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holder of any such shares unless such security or purchase shall be 
necessary to prevent loss upon debt previously contracted in good 
faith; and stock purchased or acquired shall, within six months from 


the time of its purchase, be sold or disposed of at public or private 
sale.” 


We are of opinion that the discount of Clausen’s paper by the bank 
upon which it made the loan to him which was unpaid, as already 
stated, did not constitute a loan or discount on the security of the 
shares of its capital stock then owned by him within the intent and 
meaning of the provisions of said subdivision 5 of section 25 of the 
banking law, herein quoted. It does not appear whether or not the 
discount and loan were made on collateral security nor does it appear 
that the transaction contained any reference to his ownership of cap- 
ital stock in the defendant. Clausen’s stock was never redelivered 
to defendant, since it was issued to him, and it does not appear that 
there was any agreement to redeliver it. The statute, we think, 
plainly relates to security taken and held, upon which the bank ob- 
tains a lien, which it may enforce in the event of a default in the pay- 
ment of the indebtedness. If there were a conflict between the pro- 
visions of the banking law and stock corporation law it is clear that 
the provisions of the former would prevail; in the absence of such 
conflict, the provisions of the stock corporation law are applicable. 
The provision of the stock corporation law in question does not give, 
or purport to give, to the corporation issuing the stock a lien on the 
shares of the capital stock owned by a stockholder who is indebted 
to it, but merely provides that the directors may refuse to consent 
to a transfer of his stock until the indebtednessis paid. It is a pro- 
vision for the coercion of the payment of an indebtedness by a stock- 
holder to the corporation as a condition of his being able to effect 
a sale of the stock which will be recognized by the corporation and 
transferred on its books. It was therefore competent for the defend- 
ant to claim the benefit of said section 26, now section 51, of the stock 
corporation law. The remaining question to be decided is whether 
it has effectively done so. , 

The question as to whether the provisions printed on the face of 
this certificate if authorized by defendant at the time would consti- 
tute a substantial compliance with the requirements of said section 
26 of the stock corporation law is not free from doubt; but we are 
of opinion that the purpose of the statute was to give notice to the 
purchaser of stock that the directors might refuse to consent toa 
transfer thereof until the indebtedness owing by the stockholder to 
the corporation was paid, and in that view the provisions printed on 
the face of this certificate gave the purchaser such notice quite as. 
effectively as if a copy of the statute had been written or printed 
upon the certificate instead. 

It follows therefore, that the defendant should have judgment to 
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the effect that it is not obliged to transfer the stock upon its books 
until the indebtedness of Clausen to it is paid. 


McLaucGHuin, Ciark, and Mitver, JJ., concur. 


IncraHAM, P. J. I concur with Mr. Justice Laughlin, except in 
so far as he holds that by printing on the certificate of stock pursu- 
ant to a requirement of a by-law of the defendant bank was a com- 
pliance with section 26 of the stock corporation law, now re enacted 
as section 51 of the stock corporation law, chapter 59 of the Consoli- 
dated Liws. That section authorizes the directors of a banking cor- 
poration to refuse to transfer a stockholder’s stock until any indebted- 
ness of the stockholder to the corporation is paid, ‘‘ provided a copy 
of this section is written or printed upon the certificate of stock.” 
I think the object of the provision is to require a copy of the section 
itself in reference to the law of which it was a part to be printed 
upon the certificate of stock and a mere statement on the face of the 
certificate that the bank assumed power to refuse to transfer the stock 
until the indebtedness was paid was not a compliance with this pro- 
vision of the statute. 

I therefore dissent. 


GIFT OF BONDS. 


Grant Trust & Savings Co. v. Tucker, Appellate Court of Indiana, November 17, 1911. 96 N. E. Rep. 487. 


The owner of bonds delivered them to a bank with an instruction written on 
the envelope to deliver them to his niece at his death. He retained the right to re- 
ceive the interest during his lifetime. Under the evidence it was held that there 
was a valid gift in favor of the niece. 


Action by Cora M. Tucker against the Grant Trust & Savings 
Company, administrator of the estate of Harvey S. Mark, deceased. 
From a judgment for plaintiff, defendant appeals. Affirmed. 


Fett, P. J. It appears from the special finding of facts that ap- 
pellant’s decedent, Harvey S. Mark, was on April 7, 1899, the owner 
of certain United States bonds ; that on and prior to said date said 
bonds had been inclosed in an envelope and left for safe-keeping in 
the vault of the Marion Bank, of the city of Marion, Ind. ; that on 
that day decedent wrote upon said envelope the following: ‘* April 7, 
1899. Incase of my death deliver toCora Breed. H.S. Mark’’—and 
thereupon delivered the package to said bank and it was placed in its 
vault ; that thereafter said Mark procured additional government 
bonds and in each instance he directed George Webster, Jr., who 
was cashier of said bank, to place the same in the envelope with the 
bonds already placed therein to which he referred as ‘‘Cora’s other 
bonds’; that said Webster on such occasions asked him if he desierd 
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to continue his previous instructions, to which he replied in substance 
that he did, and on each occasion, at his direction, said cashier in- 
dorsed on said envelope the following: 

‘*May 5, 1905. Renewed this instruction. “@. WW. 2 

‘*May 9, 1906. This instruction continued. oo SS ae 

‘*Feb. 14, 1908. This instruction continued. ‘*G. W. Jr.” 

That all bonds placed in said envelope on April 7, 1899, and those 

subsequently placed therein remained continuously in the vault of 
said Marion Bank and its successor, Marion State Bank, until after 
the death of said Mark, which occurred the first day of April, 1908, 
with the exception that on one occasion at Mark’s request said cash- 
ier forwarded a portion of the registered bonds so placed in said en- 
velope to Washington to have anerror in use of the name ‘* Marks” 
instead of ‘* Mark” corrected ; that after such correction had been 
made the bonds were returned directly to the bank and again placed in 
the envelope so indorsed as aforesaid ; that the total amountof bonds 
placed in said envelope was $28,000 of which amount $13,500 were 
unregistered coupon bonds and $12,500 were registered bonds, all of 
the value of $28,000 ; that the vault in which said package contain- 
ing the aforesaid bonds was kept was at all times under the exclu- 
sive control of the officers of said bank and was used by it for safe- 
keeping of its funds and valuable papers and also the papers of its 
customers ; that said Mark never knew the combination to the safe 
or had any means of access to said vault ; that said Webster acted as 
cashier of said banks during all the time said bonds were so held by 
them, and at the request of said Mark, when each quarterly install- 
ment of interest fell due on the bonds, detached the interest coupons 
and the same were by decedent deposited to his own credit in the 
bank; that on one occasion he caused the cashier to place in said en- 
velope a sum of money and subsequently called for and received the 
same; that after April 7, 1889, on divers occasions and to numerous 
persons, including Richard E. Breed, then the husband of appellee, 
and other close friends and business acquaintances of said Mark, he 
in substance stated that he had given the bonds in question te ‘‘ Cora’”’ 
(meaning appellee) and that the bonds belonged to ‘‘Cora”; that 
about two years before his death he rented a private box in a safety 
deposit vault of another bank in Marion, Ind., and thereafter until 
his death used the same as a receptacle for his personal papers in- 
cluding one or more government bonds ; and when requested to 
bring his bonds from the Marion State Bank and place them in his 
private box, he stated those were ‘‘Cora’s” bonds and he would not 
mix trem with his own bonds; that he had given those bonds to 
‘*Cora”; that on other occasions he stated he had given the bonds 
to ‘‘Cora” because she was entitled to them and had helped him 
make his money; that he was requested to deposit those bonds with 
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a United States depositary and get 2 per cent. interest by leaving 
them there and declined so to do, ‘*because those bonds are Cora’s,” 
meaning appellee; that said Mark on different occasions while the 
bonds were in the keeping of the bank stated to Richard E. Breed, 
then the husband of appellee, that he had deposited the bonds with 
said bank for ‘‘Cora,” but he had reserved the interest during his 
lifetime; that when requested by Mr. Breed to use the bonds in 
purchasing real estate he replied that the bonds did not belong to 
him, and that if he should make an arrangement to exchange them 
for the real estate he could not put the real estate under the same 
conditions that the bonds were without making an absolute deed; 
that he had given the bonds to appellee, but had placed them in the 
bank so that they would be easily accessible for the clipping of the 
coupons, from which he would derive enough money to live upon; 
that he did not at any time after April 7, 1899, assert ownership of 
said bonds or seek to regain possession or control of them; that he 
was 75 years old at the time of his death; that appellee was his niece 
and she had clerked in his store and had been for many years the 
special object of his favor and bounty; that when he so indorsed 
said envelope and delivered it to the bank as aforesaid, he intended 
to and did then give said bonds to appellee, who was then Cora 
Breed, and in each instance vested in her a present interest in the 
bonds so placed in said envelope, subject only to his right to the in- 
come from theinterest thereon during his lifetime; that the bonds so 
delivered to said bank were by it to be held in trust for appellee until 
the death of said Mark and then to be delivered to appellee; that 
on December 20, 1904, said cashier delivered to said Mark at the re- 
quest of the latter an unsigned memorandum or list of the bonds in 
said envelope headed‘: List of 3 per cent. gov't bonds owned by H. 
S. Mark and left at Marion Bank for safe keeping only”; that such 
was the usual heading used in such receipts and the same was given 
to distinguish said envelope from packages and papers belonging to 
the bank or held by it as collateral; that the cashier made up said 
memorandum without any suggestion from Mr. Mark and did not 
have in mind any question of ownership except toshow that the bonds 
did not belong to the bank. 

The court also found facts showing the change in the organization 
of the bank and the divorce of appellee from her former husband, 
Breed, but no controversy arises in regard to either of such facts. 

Upon the foregoing finding the court stated its conclusions of law: 
(1) That Harvey S. Mark in his lifetime made an absolute gift of the 
bonds in question to appellee reserving to himself the income there- 
of during his natural life; that appellee is the absolute owner and 
entitled to the possession of all said bonds. (2) That appellant has 
no interest in said bonds, and at the death of said Mark held posses- 
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sion thereof as trustee for appellee, and in no other capacity, which 
bonds upon the death of said Mark were to be delivered to the ap- 
pellee. 

It is conceded that appellant’s decedent intended to give the 
bonds in question to appellee, but counsel assert that he had failed 
to so execute the gift in his lifetime by a delivery of the bonds, as to 
meet the requirements of the law and perfect the intended gift. 

It is the law in this state that to make a valid gift inter vivos, it 
is essential that the article given be unconditionally delivered in the 
lifetime of the donor, to the donee or to some third person fur the 
use and benefit of the intended donee. If, however, such third per- 
son be only the agent of the donor, the death of the latter revokes 
the authority of the agent and the gift is defeated. 

Appellant contends that the decedent never parted with the con- 
trol or title to the bonds in his lifetime, and that all he did was to 
express a definite intention to give the bonds to appellee and appoint 
the bank his agent to execute such intention after his death; that 
appellee did not in the lifetime of the donor acquire any present in- 
terest in the bonds; that control thereof did not pass to appellee or 
any one acting as trustee for her, beyond the power of revocation by 
the donor at any time during his lifetime. 

If this contention can be sustained, the appellant should prevail. 
In this case the delivery to the bank is unquestioned. But the dis- 
pute is waged as to whether the writing upon the envelope contain- 
ing the bonds and the other things said and done in relation thereto 
show the bank to be only an agent of the donor with the directions 
to complete an unexecuted gift upon the happening of some future 
event, or a trustee holding property for the donee, the control and 
title to which has been surrendered by the donor, subject only to 
conditions not inconsistent with the passing of an absolute and pre- 
sent interest to the donee. 

If the property remained under the control of the donor, though 
in the keeping of the bank, and the bank was subject to his further 
direction as to its final disposition, then its relation was that of an 
agent. If, however, the bonds were delivered to the bank by the 
donor with intention that the present title and ownership should 
pass to the donee subject only to donor’s right to the accruing inter- 
est thereon during his lifetime, and such intention was carried into 
effect by the language employed and the things done in relation 
thereto, then the gift was executed and the bank became and wasa 
trustee for the donee. 

The ultimate question as to whether the bank occupied the posi- 
tion of agent or trustee is one of fact to be determined from the 
intentions of the donor, the writing upon the envelope containing 
the bonds, the situation and relation of the parties, the kind and 
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character of the property and the things said and done in regard 
thereto, all as disclosed by the evidence. 

Where the language employed by the donor is indefinite, incom- 
plete or ambiguous and subject to different constructions, the practical 
interpretation given it by the parties themselves in carrying into ef- 
fect their purposes is entitled to great weight, and in many cases is 
controlling. Gaylord et al. v. City of La Fayette, 115 Ind. 430, 19 
N. E. 899. 

The fact that the enjoyment of a gift is deferred until the donor's 
death or that the earnings of the property given are reserved to the 
donor during his lifetime will not defeat a gift otherwise valid. In 
this case the principal controversy relates to the control of the bonds 
during the lifetime of the donor after placing them in the keeping of 
the bank. 

Appellant contends that the facts show that the bonds remained 
subject to the control of the donor and that the conclusions of the 
court are therefore erroneous. 

The fact that the bonds were under the control of the appellee to 
the extent of enabling him to obtain the interest coupons as they 
matured, is not inconsistent with the idea that the bank held the 
bonds as trustee for appellee, but only tends to show that the bank 
was also trustee for the donor for the purpose of securing to him the 
interest during his lifetime. If he desired to retain the interest 
during his lifetime and give to appellee the principal of the bonds 
with interest thereon after his death, the bank could consistently act 
as trustee for both donor and donee for the accomplishment of the 
ends in view. 

The contention that there is evidence proving that the donor 
had the bonds in his possession after they were delivered to the bank 
is not conclusive upon the proposition, for there is other evidence 
showing that the bonds were at all times in the absolute control and 
keeping of the bank and that on divers occasions the donor refused 
to attempt to disturb them and gave as his reason that he had given 
the bonds to appellee and would not mix them with his own prop- 
erty. Even if the evidence was uncontroverted, as it is not, that 
the donor had the bonds temporarily in his possession after deliver- 
ing them to the bank, it at most would only be a fact tending to show 
that the gift was not executed in his lifetime, but would not be con- 
clusive upon the proposition. The same is true of the memoran- 
dum given the donor by the cashier of the bank and of other items 
of evidence relied upon by appellant. That the physical possess- 
ion of the bonds was with the bank is not disputed except as above 
indicated, but the character of that possession is a subject of sharp 
controversy. This controversy can only be settled by a considera- 
tion of the evidence, from which the court found that the bank held 
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the bonds as trustee for appellee, and this conclusion the appellant 
asserts is erroneous. 

We think, however, that the several indorsements upon the en- 
velope containing the bonds, the conduct and the statements of the 
donor at the time and subsequent to the making thereof, afford some 
evidence at least from which the court may have consistently found 
that the donor not only intended to give the bonds to appellee, but 
that he did unconditionally part with the control and ownership 
thereof, save and except the right to the accruing interest during 
his lifetime. 

Considering the relations of the parties, the things done and the 
statements made and reiterated by the donor, the court was warrant- 
ed in the conclusions reached. In fact the after conduct of the donor 
was consistent with an executed gift. 

The law does not require the use of any particular language in 
the appsintment of a trustee, and when a trusteeship has in fact been 
created the donor cannot set it aside without the consent of the 
beneficiary of the trust. 

The gifts being beneficial to appellee, her acceptance is presum- 
ed until such presumption is removed, and nothing appearing to 
remove the presumption it is conclusive for the purposes of this 
case. 

The questions raised by the motion for a new trial do not require 
consideration here further than to state that they fail to present any 
error harmful to appellant. Devol v. Dye, supra, 123 Ind. 328, 24 
N. E. 246, 7 L. R. A. 439. 

The trial court was fully warranted in the conclusions reached, 
and the judgment is therefore affirmed. 


BANK HELD NOT A BONA FIDE PURCHASER. 


State Bank of Greentown v. Lawrence, Supreme Coart of Indiana, January 3, 1912. 96 N. E. Rep. 947. 


A bank which purchases a note under suspicious circumstances is bound to in- 
quire into the circumstances. If it makes no inquiry it is not a holder in due course 
and cannot recover where the note was given for an illegal consideration. 


Action by the State Bank of Greentown against Charles Lawrence. 
Judgment for defendant, and plaintiff appeals. Affirmed. 

Morris, C. J. Suit by appellant on note for $120 executed by ap- 
pellee on September 12, 1905, to W. A. Magee, due one year after 
date, payable ata bank of Hammond, and indorsed by Magee, and de- 
livered to appellant, before maturity. Several paragraphs of answer 
were filed, among which was one alleging that the note was procur- 
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ed by fraud, and another that the sole consideration of the note was 
medical services, rendered by Magee, who, at the time, had no license 
to practice medicine. There was a trial by jury resulting in a ver- 
dict and judgment for defendant. Appellant filed a motion for a 
new trial, in which 142 causes therefor were alleged. This motion 
was overruled, and this action of the lower court is the only error 
assigned here. 

Appellee claims that the verdict is fully sustained by undisputed 
evidence, and that the judgment should be affirmed, regardless of 
intervening errors, if any. The uncontroverted facts are that for 
some years prior to September, 1905, the payee of the note, ‘‘ Doctor” 
W. A. Magee, was a resident of Chicago, I1]., and claimed to be a 
medical and surgical specialist. He had no license to practice in 
Indiana. He carried on an extensive system of swindling operations 
in anumber of countiesin Nothern Indiana. His scheme was some- 
what similar to the Bohemian oats swindle, which was used exten- 
sively in this state some years ago. The ‘‘doctor” plan was to call 
on people in the country who were in ill health, and assure them he 
could cure them in a definite time, the patient to execute him a note, 
due at the end of such time, for the treatment, and he to execute a 
written agreement to return the note when due if no cure were effect- 
ed. Hethen sold the note before maturity. When the note in issue 
was executed, Magee was driven to appellee’s farm residence in J effer- 
son township, in Huntingtoncounty. Appellee was lying on a couch. 
Magee told him he was from Chicago, and was a specialist with a 
capital of $175,000; that he was out on a vacation advertising his 
business, and he had heard appellee wasill. He examined appellee 
and told him he had catarrh and kidney trouble, and was in a very 
dangerous condition, and would soon be beyond relief; that he 
could cure appellee in one year. Appellee’s wife was present, and 
the ‘‘doctor’” found her also in great need of his treatment. For 
$120 he agreed to visit appellee and wife once per month for a year 
and furnish them medicine to take and insure acure. As a result 
of his solicitation, appellee executed this note, and Magee gave ap- 
pellee a written agreement signed by himself, by the terms of which 
the note was to be returned to him in case appellee and his wife were 
not cured within the year. They never saw the doctor again. He 
sent them medicine which they took for some time. Each time they 
took it, however, it made them worse. Finally, after about eight 
months, they quit taking Magee’s medicine, called in a local physician 
who prescribed for them, and their ailments readily yielded to his 
treatment. Shortly after the note was executed Magee sold and in- 
dorsed it to appellant for $108. 

When the note was executed, the practice of medicine, without a 
license, was prohibited in this state, under penalty of fine. Burn’'s 
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Stat. 1908, § 8410. Consequently the note in the hands of Magee was 
not enforceable, because the consideration therefor was an illegal 
one. 

The bank purchased the note before maturity for value. The 
note was not void. In the hands of an innocent holder it was en- 
forceable. Schmueckle v. Waters, 125 Ind. 265, 268, 25 N. E. 281. 
Appellee claims that, if it be conceded that appellant had no actual 
notice of the note’s infirmity, the uncontroverted evidence discloses 
such facts as legally put appellant on inquiry into its consideration, 
and, if inquiry had been made, appellant could not have failed to dis- 
cover the illegality of the consideration and fraud in its procurement. 

The law is well settled in this state that persons dealing in com- 
mercial paper are required to use reasonable diligence where the 
paper is offered for sale under circumstances that are calculated to 
excite the suspicion of a reasonably cautious person. Citizens’ Bank 
v. Leonhart, 126 Ind. 206, 25 N. E. 1099; Giberson v. Jolly, 120 Ind. 
301, 22 N. E. 306. 

Waere the circumstances show that the purchaser refrained from 
making inquiry lest he should thereby become acquainted with the 
transaction, out of which the note originated, he cannot occupy the 
position of a holder in good faith without notice. Schmueckle v. 
Waters, supra; Shirk v. Noible, 156 Ind. 66, 59 N. E. 281, 83 Am. 
St. Rep. 150; Coffin v. Anderson, 4 Blackf. 408. 

In Bank v. Bennett, 8Ind. App. 679, 36 N. E. 551, that court said 
of the above doctrine: ‘‘The rule thus laid down we regard as an 
extremely equitable and salutary one. No man should be permitted 
to willfully close his eyes, and then excuse himself upon the ground 
that he did not see.” When the illegality of the consideration of 
the note was shown, the burden devolved on appellant to show the 
purchase was made in good faith, without notice. Schmueckle v. 
Waters, supra. 

It is shown by the evidence that appellant bank was located in 
Greentown, Howard county; that it was organized in 1903, was the 
successor of the Commercial Bank, a private institution, which did 
business in the same building since 1896. In the latter year Frank 
R. Hill became cashier of the old bank, and continued as such until 
the reorganization in 1903, since which time he has been appellant’s 
cashier. Dr. S. T. Murray was president of appellant bank since its 
incorporation. Both Murray and Hill were directors. In this case 
the note was offered for sale to the cashier, who consulted the presi- 
dent about it. After consulting, these officers investigated appellee’s 
solvency through the auditor of Huntington county and the bank of 
Warren, in the same county. The president and cashier then pur- 
chased the note forthe bank. No inquiry was made except as above 
stated. The bank frequently purchased commercial paper, and pur- 
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chases were always made by Hill and Murray. At the trial, which 
occurred in 1908, Dr. Murray testified that, before he became presi- 
dent of the bank, he was, for many years, practicing medicine in 
Greentown and vicinity, and was a member of the Howard County 
Medical Association. ‘* Dr.” Magee wasnot a member of the society. 
About six years ago, the witness heard through his patients t hat Dr. 
Magee, a traveling specialist from Chicago, was practicing in that 
vicinity, and since that time Magee has made frequent visits there; 
did not become acquainted with him personally until after he became 
president of the bank, when he was introduced to him by the bank's 
bookkeeper at the bank as ‘*‘ Dr. Magee.’’ Witness knew Magee as a 
Chicago specialist, and did not know that he had any other profes- 
sion or business in that vicinity. 

Hill, the cashier testified, in substance, as follows: ‘‘ About six 
or eight years ago Dr. Magee had a note which, I think, was purchas- 
ed by the Commercial Bank. In this note the name of Magee, as 
payee, was printed, and there was also printed therein ‘ The Com- 
mercial Bank of Greentown’ as the place of payment. I told him 
that we would not allow anybody like that to use our name in a blank. 
He got it printed without our consent. The above note had a per- 
forated edge, but I did not suspect that a contract might have been 
torn off where the edge was perforated, and made noinquiry. This 
note was signed by one Runyan. The Commercial Bank hadtwo of 
the Magee notes signed bya Mrs. Burns, and I think also bv her son. 
Mrs. Burns had been dead three or four years. The son did tell me 
his mother had been swindled by Magee, but this conversation I 
think was after the Lawrence note was purchased. We had for col- 
lection a Magee note on Frank Kilander for $60. Settled it for $30 
or $35; authorized to do so by Magee. I proposed the compromise 
because I did not regard Kilander as entirely solvent. I had no re- 
collection that Kilander told me that Magee had swindled him. 
We collected a good many Magee notes. We bought a number of 
his notes, and sent them to other banks for collection. I thought 
Magee was an eye specialist. In 1903 or 1904 * * he always carried 
a case like that. He told me if I had any trouble with my eyes or 
anything, * * needed an operation or anything like that, he would 
make me a price. And he exhibited his case, and I told him that 
my eyes didn’t need anything like that at all. Magee came to the 
bank frequently before and after 1903. He occasionally loafed, with. 
out invitation, in the space inclosed in the bank by the railing. He 
was at my residence three or four times as a visitor. Once he wasa 
guest there at supper. He was greatly iaterested in my little boy. 
At one time, about when the note in issue was purchased, a loan of 
$200 was made to Magee by the bank, and he assigned several notes 
as collateral for the loan, aggregating $800 or $900 in face value. 
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These notes were in various amounts ranging from $40 to $75, and were 
executed by various persons, some of whom lived in Grant, Hunt- 
ington, and Wells counties. Some of these notes were good, others 
bad. The bank employeda collector to collect them, and told him 
toget what hecouldonthem. The bank had authorityto compromise 
them, and got enough on them to pay the $200 note. Don't recollect 
when the note in issue was purchased, but think in September, 1905; 
knew that some of the notes handled by the bank were given ‘for 
spectacles and fitting their eyes.’ I have known people to pay as 
high as $120 for having their eyes treated and spectacles fitted; 
though the notes handled were given, some for having spectacles 
fitted and others for treatment of the eyes and fitting also.” 

The officers of the bank knew, or believed, that Magee was a 
Chicago specialist, and that he was offering to treat eyes and perform 
operations thereon, and that some of the notes handled by the bank 
were given for the treatment of eyes. They knew he called him- 
self a doctor. The treatment of the eyes, either by medicine or by 
surgical operation, is prohibited by our statute, unless the physician 
or surgeon is licensed. Burn’s Stat. 1908, §§ 8401, 8405, 8409, 8410. 
Section 8408, prescribes under what contingencies a physician or sur- 
geon licensed in another state may practice here. The evidence 
does not disclose any fact that would have warranted Magee in practic- 
ing in Huntington county, even if he had a license to practice in 
Chicago. The note in suit shows on its face that appellee’s post 
office address was in Huntington county. 

The evidence introduced by appellee showed that Magee had no 
license to practice in Huntington county, and that he was a resident 
of Chicago, Ill. This was sufficient to prove prima facie the allega- 
tion that Magee was unlicensed. 

There was no evidence introduced during the trial tending in 
any way to show that Magee had a license to practice medicine or 
surgery anywhere. 

In Burn’s Statutes, 1908, § 700, it is provided that no judg- 
ment shall be reversed where it appears that the merits of the cause 
have been fairly tried and determined in thecourt below. We think 
that the statute is applicable here. Whatever, if any, errors were 
committed by the trial court could not have affected the verdict. Ap- 
pellant, under the facts disclosed by evidence of its president and 
cashier, who bought the note, was, in the exercise of ordinary care, 
under the legal duty to inquire into the consideration of the note. 
No inquiry was made. Such inquiry would have resulted in dis- 
closing the illegality of the consideration. 

Judgment affirmed. 
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CERTIFICATE OF DEPOSIT PAYABLE TO HUSBAND 
AND WIFE. 


Martz v. State National Bank of North Tonawanda, New York Supreme Court, Appellate Division, 
° November 15, 1911. 131 N. Y. Supp. 1045. 


A woman deposited money to the credit of herself and her husband for the pur- 
pose of creating a right of survivorship in the fund. Later a certificate of deposit 
was issued on a“part of the deposit, payable to the husband and wife on return of 
the certificate properly indorsed. Upon the death of the husband it was held that 
the wife could recover on the unindorsed certificate without making the administra- 
tor of the husband a party to the action. The husband's estate had no interest in 
the certificate, for it belonged to the wife as survivor. 


Action by Anna Martz against the State National Bank of North 
Tonawanda. Interlocutory judgment for defendant, and plaintiff 
appeals. Reversed, and demurrer overruled, with leave to defendant 
to answer. 

Rosson, J. The defendant is a duly organized and incorporated 
national bank located at North Tonawanda. On 29th day of July, on 
the deposit with it of the sum of $6,900, issued its certificate of de- 
posit, of which the following is a copy: 

THE STATE NATIONAL BANK. 

$6,900. NortH Tonawanpa, N. Y., Jul. 29, rgzo. 

Alfred and Anna Martz have deposited in this bank sixty-nine 

hundred and no-100 Dollars, payable to the order of themselves 

in current funds on the return of this certificate properly in- 

dorsed. In case this amount shall remain on deposit for a pertod 

of 6 months, interest on the same shall be allowed at the rate of 


4 per cent. per annum, but no more than six months’ interest 
shall in any event be paid on this certificate. 


Int. from July 5, 1910. H. W. Clarke, Cashier. 
Not over Seven Thousand (7000). 
No: 13465. 

Plaintiff's action is upon this certificate, and further material facts 
alleged in her complaint are that prior to the issuing of said certifi- 
cate she had deposited with the defendant the sum of $7,800, of which 
she was then the owner, to the credit of plaintiff and her husband 
the said Alfred Martz, in the name of Alfred and Anna Martz, for 
the sole purpose of creating the right of survivorship in and to said 
moneys; that thereafter, and on or about the 29th day of July, 1910, 
the plaintiff and her said husband withdrew from said deposit the 
sum of $6,900 thereof and caused said defendant to issue therefor on 
that day the certificate above set forth for the purpose of creating 
and continuing in the plaintiff and her said husband the right of 
survivorship in and to said sum; that thereafter, and on or about 
August 6, 1910, and while said marriage relation between the plain- 
tiff and her husband, the said Alfred Martz, still existed, her hus- 
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band died intestate, leaving plaintiff him surviving; that thereafter, 
and on or about January 24, 1911, plaintiff indorsed said certificate 
in her own name, and for the purpose of obtaining the moneys repre- 
sented thereby duly presented the same to defendant and demanded 
payment thereof, which was refused; and that defendant still neg- 
lects and refuses to pay the same. 

Defendant demurred to the complaint upon the grounds that there 
is a defect of parties plaintiff, in that the personal representative of 
Alfred Martz is not joined as such party; that the complaint does 
not state facts sufficient to constitute a cause of action; and that the 
plaintiff has no legal capacity to sue, in that the certificate of deposit 
set forth in the complaint is made payable to the plaintiff and an- 
other person, and plaintiff cannot alore sue thereon. 

We are of the opinion that the court improperly sustained the 
demurrer. On the facts stated in the complaint, plaintiff,as survivor 
of the two payees named therein, became, on the death of her hus- 
band, the other payee, the owner of the certificate of deposit, and 
the estate of her deceased husband had no interest therein, nor in 
the moneys which the certificate represented. West v. McCullough 
123 App. Div. 846, 108 N. Y. Supp. 493, affirmed 194 N. Y. 518, 87, 
N. E. 1130. This seems to be conceded by defendant; but it is in- 
sisted in its behalf that, as stated in the certificate, it has agreed to 
pay the said sum represented thereby only ‘‘on the return of this 
certificate properly indorsed,” and the statute (Negotiable Instru- 
ments Law [Consol. Laws 1909, c. 38] § 71) prescribing, as did the 
common law before it, that ‘‘where an instrument is payable to the 
order of two or more payees or indorsees who are not partners, all 
must indorse, unless the one indorsing has authority to indorse for 
the others,” the indorsement of the personal representative of the 
deceased payee is necessary to comply with the specified condition 
upon which the bank agreed to pay the certificate. 

But a negotiable instrument may be transferred without indorse- 
ment, and the transferee become its owner, and maintain an action 
thereon in his own name; it being, however, in such case subject 
to all the equities and defenses which the debtor had, at the time of 
the transfer, against the claim in the hands of the previous holder. 
Goshen National Bank v. Bingham, 118 N. Y. 349, 23 N. E. 180, 
7 L. R. A. 595, 16 Am. St. Rep. 765. See, also, Negotiable Instru- 
ments Law, § 79. That a certificate of deposit, payable as this was, 
to the order of the depositor on the return of the certificate properly 
indorsed, may be transferred by the payee without his indcrsement, 
and an action maintained thereon by the transferee, has been 
decided in Rivenburgh v. First National Bank, 103 App. Div. 64, 
92 N. Y. Supp. 652, 93 N. Y. Supp. 410. 

Plaintiff owns the certificate as survivor; and her rights therein 
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and title thereto are in no way dependent upon any transfer or 
indorsement of the certificate by her copayee or his representative. 
If she, as survivor, had for value transferrec this certificate to A. 
without her indors:ment, it could scarcely be contended that A. 
would not have become its owner; and, if the owner, then certainly 
the case last cited is authority that he could maintain an action on 
it, though not indorsed by either payee. But, if an action could, 
under the circumstances supposed, be maintained by her transferee 
without the indorsement of either of the original payees, then cer- 
tainly she could maintain any action on the certificate, which by 
her assignment she has the right to transfer to another. 

Interlocutory judgment reversed, with costs, and demurrer 
overruled, with costs, with leave to defendant to answer within 20 
days, upon payment of costs in this court and in the court below. 
All concur. 





OFFICER NOT PERSONALLY LIABLE ON NOTE OF 
CORPORATION. 


B. J. Wolfe & Sons v. McKeon, Appellate Court of Alabama, December 21, 1911. 57 So. Rep. 63. 


The president of a corporation, who signs the corporate name to an accommo- 
dation note, on which the corporation is not liable because the execution of such a 
note is beyond its powers, is not personally liable on the note. 


Action by B. J. Wolfe & Sons against J. T. McKeon. From a 
judgment for defendant, plaintiffs appeal. Affirmed. 

It was admitted that the Gamma Transportation Company by 
J. T. McKeon, its president, executed the note to the plaintiffs, and 
that the Bay City Lumber Company, by Jos. T. McKeon, president, 
indorsed said note, and it was further admitted that it was an ac- 
commodation indorsement, and that the Bay City Lumber Company 
was a manufacturing corporation organized in 1897, and had no au- 
thority to enter into such contract of indorsement. It was further 
admitted that the plaintiffs had filed their suit against the Gamma 
Transportation Company as maker and the Bay City Lumber Com- 
pany as indorser, and that the Bay City Lumber Company had filed 
a plea setting up want of authority to enter into a contract, ard that 
the contract was ultra vires and void, that judgment had been ren- 
dered for the Bay City Lumber Company. 

Wa ker, P. J. Theappellee was sought to be charged individu- 
ally on an accommodation indorsement made in the name of the Bay 
City Lumber Company, a corporation, by him as its president. The 
indorsement did not bind the corporation because of its lack of 
power to become an accommodation indorser (the complaint contain- 
ing allegations to this effect), and it did not purport to bind the ap- 
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pellee individually. Theaction was on contract, and, so far as the 
evidence showed, the facts were known to both parties. In the 
making and acceptance of the indorsement there was a mere mistake 
of law as to the capacity of the corporation in the name of which the 
indorsement was made to bind itself by such a contract. In case of 
such a mistake of law as to the liability of the principal, the fact 
that it cannot be bound is no ground for charging the agent, whose 
connection with the attempt to make the contract was obviously in 
his capacity as agent. Schloss & Kahn v. McIntyre, 147 Ala. 557, 
41 South. 11; Ware, Murphy & Co. v. Morgan & Duncan, 67 Ala. 
468; 31 Cyc. 1550. 
Affirmed. 


BANK NOT LIABLE TO PAYEE OF CHECK. 


Balsam v. Mutual Alliance Trust Co., New York Supreme Court Appellate Term, December 22, 1911. 132 
N. Y. Supp. 325. 


Where the payee of a check indorses it to another who deposits it in a branch 
office of the drawee, and the check is credited in the pass book and marked paid, 
but subsequently returned because of no funds, the payee has no cause of action 
against the bank. 


Action by Joseph Baisam against the Mutual Alliance Trust Com- 
pany. Froma judgment for plaintiff, defendantappeals. Reversed, 
and new trial ordered. 


Giecericu, J. Plaintiff alleges that on a day named the firm of 
Wachtel Bros. drew and delivered to him a check upon the defend- 
ant for the sum of $200, which he indorsed to the order of a third per- 
son, who presented it for payment, which was refused, although the 
drawers had funds on deposit with the defendant more than suffi- 
cient to meet the check. 

The payee of a check has no cause of action against the drawee 
for nonpayment thereof before acceptance or certification (Neg. Insts. 
Law [Consoi. Laws 1909, c. 38] § 325; Duncan v. Berlin, 60 N. Y. 151; 
Attorney General v. Continental Life Ins. Co., 71 N. Y. 325, 27 Am. 
Rep. 55) ; and, in the present case, acceptance or certification was 
neither pleaded nor proved. 

It appeared upon the trial that the check was deposited by the 
indorsee at one of the branch offices of the defendant institution, 
and was credited in her pass book and marked ‘‘Paid.”” It was fur- 
ther shown that the check was afterwards returned to the depositor, 
on the ground that there were not funds to meet it, and that she 
took up the check and gave her own check to the defendant for the 
same amount in its place. The plaintiff seems to argue that the 
check was, in effect, paid when it was received by the defendant at 
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one of its branches, credited in pass book of the depositor, and mark- 
ed ‘‘ Paid.” This may be so (Iron Clad Mfg. Co. v. Sackin, 59 Misc. 
Rep. 281, 110 N. Y. Supp. 161), and the trial seems to have been 
conducted on that theory, in spite of the pleadings. But, assuming 
this position to be sound, it is clear that, when the check was paid, 
the plaintiff was absolved from all liability as indorser upon the 
check, and could not properly have had anything further to do with it. 
If the check was paid, and the defendant nevertheless afterwards 
refused to allow the credit to stand in the depositor’s account, the 
controversy was one between the depositor and the defendant. The 
depositor could doubtless have assigned her claim against the de- 
fendant, not upon the check, for that had been paid, but for the bal- 
ance of her account. If any such assignment to the plaintiff had 
been pleaded or proved, it might be necessary to determine whether 
or not the depositor had lost her right to recover by voluntarily 
taking up the check after payment and giving her own check in its 
place. As the record does not present this question, and as the 
plaintiff has no right of action against the defendant upon the check 
on any theory, the judgment must be reversed, and a new trial order- 
ed, with costs to the appellant to abide the event. 
Judgment reversed and new trial ordered, with costs to the apell- 
ant to abide the event. All concur. 


MALICIOUS PROSECUTION. 


Munday v. Gott, Court of Appeals of Kentucky, January 11, 1912. 1428. W. Rep. 238. 


The plaintiff drew a check on his bank payable to the defendants which the defend- 
ants deposited in their bank without indorsing. Payment was refused by the drawee 
bank because of the absence of the payee’s indorsement. The collecting bank marked 
the check ‘‘no funds,” by mistake aad the plaintiff was indicted for obtaining money 
under false pretenses. It was held that the defendants were not liable for malicious 
prosecution because it was not shown that the prosecution was instituted maliciously 
and without probable cause. 


Action by Tobe Munday against A. L. Gott and others. Froma 
judgment for defendants, plaintiff appeals. Affirmed. 


Hosson, C. J. Tobe Munday brought this suit in the Madison 
Circuit court against A. L Gott, Creed Gott, and the Phoenix Na- 
tional Bank of Lexington, Ky. A. L. Gott and Creed Gott filed a 
general demurrer to the petition, which was sustained, and the plain- 
tiff declining to plead further, the action was dismissed as to them. 
The bank filed a demurrer to the jurisdiction of the court over it, 
which was sustained,and, the action having been dismissed, the plain- 
tiff appeals. 

The facts stated in the petition are these: A. L. Gott and Creed 
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Gott are merchants doing business in Richmond, Ky., under the firm 
name of Gott Bros. Munday owed them $18.70, and in payment gave 
them his check for that amount on the Fayette National Bank of 
Lexington, Ky. They deposited the check with the State Bank & 
Trust Company of Richmond, Ky., for collection, but negligently 
failed to indorse it by writing their firm name on the back of it. 
The Trust Company sent the check in this condition to the Phoenix 
National Bank of Lexington, Ky., tocollect. That bank presented 
it to the Fayette National Bank. and was notified that the check had 
not been indorsed by Gott Bros., and for that reason could not be 
paid. The Phoenix National Bank, through negligence, wrote on 
the face of the check ‘‘ No funds,” and thus returned it to the Trust 
Company. By reason of this negligence Munday was indicted by 
the grand jury of Madison county, charged with obtaining money 
under false pretenses. He was arrested and lodged in jail, but after 
some days gave bond. He employed counsel to defend him, and at 
the October term, 1910, of the Madison circuit court, the case was 
dismissed on motion of the commonwealth attorney upon his learning 
the true facts of the matter. 

It is not alleged in the petition that the Gotts procured the grand 
jury to indict Munday, or were in any way instrumental in bringing 
about that prosecution. An action for malicious prosecution can 
only be maintained upon allegation and proof that the prosecution 
was instituted maliciously and without probable cause. The negli- 
gence of the Gotts in failing to indorse the check was not the proxi- 
mate cause of the indictment of Munday by the grand jury. It fol- 
lows that the petition stated no cause of action against the Gotts, 
and that the circuit court properly sustained their demurrer to it. 


CASHIER’S RIGHT TO RECOVER MONEY CREDITED 
TO CUSTOMER BY MISTAKE. 


Rudisil) v. Handley, Court of Appeals of Georgia, September 30, 1911. 72 8. E. Rep. 189. 


A cashier of a bank, who also acted as bookkeeper, by a mistake in bookkeep- 
ing caused a customer of the bank to be credited with $200 to which he was not 
entitled. The mistake in entry also caused a shortage in cash to appear. The 
cashier, insisting that some mistake had been made, but being unable to explain 
the matter satisfactorily, paid the bank the $200, and the bank, on the faith of the 
false entry, delivered to the customer two shares of stock, of the value of $200, and 
the latter accepted them to his own use. Held, That, in an action in the nature of 
an action for money had and received, the cashier may recover the $200 of the 
customer, who took the benefit of the cashier’s payment of that sum:to the bank. 

(Syllabus by the Court.) 


Error from City Court of Fitzgerald; E, Wall, Judge. 

Action by W. F. Rudisill against R. V. Handley. Judgment for 
defendant, and plaintiff brings error. Reversed. 

Russeit, J. This case comes as a sequel to the case of Citizens’ 
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Bank v. Rudisill, 4 Ga App. 37, 60 S. E. 818, where most of the 
facts essential to an understanding of the present case are set forth. 
There it was held that Rudisill had no right of action against the 
bank, and it was intimated that he might have one against Handley. 
The headnote shows that we now hold what we then intimated. 
Handley stands in a very different relation to the transaction from 
what the bank did. He ought not to keep the stock without paying 
for it, and Rudisill is the one he ought to pay. 
Judgment reversed. 





NEGOTIABILITY. 


First National Bank of Snohomish v. Sullivan, Supreme Court of Washington, December 26,1911. 119 
Pac. Kep. 820. 


A note reciting, among other things, that it was given to take up the freight 
and rehandling of a certain car, the proceeds of the resale of which were to apply on 
the note, is negotiable. 


Action by the First National Bank of Snohomish against J. E. 
Sullivanand others. Judgment for plaintiff, and defendants appeal. 
Affirmed. 

Ex.uis, J. The respondent, as indorsee and holder, sued the ap- 
pellants, as makers, of a promissory note, which, with the indorse- 
ments thereon, was as follows: 

$400.00 Snohomish, Wash., Apr. 25, 1908. 

‘ On demand, after date, for value received I (we) prom- 
ise to pay to the order of Springfield Shingle Co., at the 
First National Bank in the city of Snohomish, the sum of 
four hundred no-100 dollars with interest thereon at the 
rate of 8 per cent. per annum from date until paid. The 
interest shall be paid at the expiration of every , and 
if default be made in the payment of any installment of in- 
terest when the same shall become due, then the whole of 
this note, both principaland interest,shall forthwith become 
due and payable withoutdemand. Both principal and inter- 
est payable in United States gold coin of the present stand- 
ard of weight and fineness. If suit shall be commenced 
for the recovery of any amount due upon this note, I 
agree to pay a counsel fee of — per cent. upon the amount 
which may be found due, and the whole of the judgment 
in such suit including attorney's fees and costs of suit,shall 
bear interest at the rate of — percent. per annum from its 
date until paid, and it may be so provided in said judg 
ment. 

‘* The maker and all indorsers hereof, and each and 
every party to this note, severally waive presentation and 
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demand for payment, protest and notice of protest, and 
notice of nonpayment of this note. 

‘* This note is given to take up the freight and rehand- 
ling of N. P. Car 43607 and proceeds from resale of said 
car shall apply on this note, No. 22438. 

‘* Sullivan Bros., 


‘* By H. W. Sullivan. 
H. J. Sullivan.” 


Indorsed: ‘‘ Springfield Shingle Co., by H. E. Gampp, Sec’y. 
Paid on acc’t Nov. 17, 1908, $200.00. Interest paid to Dec. 25, 1908, 
$19.68.” 

The answer admitted the execution of the note, the payment of 
the amounts indorsed thereon, denied that there was any balance 
due, and set up an affirmative defense in the nature of a counter- 
claim to the effect that, prior to the making of the note, the appell- 
ants sold to the Springfield Shingle Company, payee, certain shingles 
under an agreement that they were to receive from that company 
62% cents for every 100 pounds of underweight,and were to pay tothe 
shingle company a like amount per hundred for overweights. There 
was a further allegation that the underweights exceeded the over- 
weights by $537.34, which amount has never been paid by the Spring- 
field Shingle Company tothe appellants. The cause was tried to the 
court without a jury. The court, holding that the note was negoti- 
able, refused to admit evidence in support of the counterclaim, and 
upon sufficient findings of fact and conclusions of law entered judg- 
ment in favor of the respondent. From that judgment this appeal 
was prosecuted. 

The only question presented for our consideration is that of the 
negotiability or non-negotiability of the note. The first section of 
the negotiable instruments act (Laws 1899, p. 340, § 1; 2 Rem. & 
Bal. Code, § 3392), defining such instruments, contains the following: 
‘‘ An instrument to be negotiable must conform to the following 
requirements: (1) It must be in writing and signed by the maker 
or drawer; (2) must contain an unconditional promise or order to 
pay a sum certain in money; (3) must be payable on demand, or at 
a fixed or determinable future time; (4) must be payable to order or 
to bearer. * *” The note here in question obviously conforms to 
this definition, unless it is made conditional as to amount or uncer- 
tain as to time by the following sentence: ‘‘ This note is given to 
take up the freight and rehandling of N. P. car 43607 and proceeds 
from resale of said car shall apply on this note.” It isclear that the 
note, exclusive of this sentence, is not obnoxious to the definition 
in either of these particulars. It was payable on demand, thus fall- 
ing within the very terms of the statutory definition as to time of 
payment. Giving to the words of the above quoted sentence their 
natural and ordinary significance, it cannot be held to make the note 
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payable otherwise than on demand. They do not stipulate either 
expressly or by any implication, necessary or otherwise, that the 
note shall be payable only out of the proceeds of the resale of the 
car of shingles. Nor do they make the payment contingent upon or 
subjectto aresale. Thereis no provision that demand shall be post- 
poned to aresale. This note like every other written instrument 
must be construed as a whole so as to give effect to every part of it 
if possible. This can only be done by holding the whole amount due 
and payable on demand, and that the proceeds of the sale of the 
shingles in case of a resale before demand shall be applied on the 
amount, but, in case of resale after demand, the proceeds shall go 
to reimburse pro tanto the makers of the note. This gives effect to 
every word in the note, and makes it an absolute promise to pay on 
demand with the designation of a fund to reimburse the maker for 
such payment. Any other construction would be toignore the words 
‘*on demand,” and arbitrarily substitute in the last sentence the 
words, ‘‘ payable only out of,”’for the actual words, ‘‘shall apply on.” 
These terms are by no means synonymous. 

If, as seems inevitable, this note must be construed as payable 
on demand, it followsthat there can be nouncertainty as tothe amount. 
Payment is not made dependent upon the sufficiency of the proceeds 
of the resale. If demand be made for the payment of such a note 
immediately after delivery, the promise isto pay the full amount. 

If demand be made after a resale of the shingles the promise still 
is to pay the full amount, the proceeds of the shingles to be applied 
on that amount. If so applied, such application in the nature of 
the thing can have no other or different effect on the promise to 
pay or upon the amount to be paid than any other partial payment. 
The promise is still, and from the beginning was, an unconditional 
promise in writing to pay to order of the payee, and, in any event, 
a sum certain on demand. This meets every requirement of the 
statutory definition of a negotiable instrument. 

The third section of the negotiable instrument act (2 Rem. & Bal. 
Code, § 3394) defines an unconditional promise as follows: ‘‘An 
unqualified order or promise to pay is unconditional within the mean- 
ing of this act, though coupled with (1) an indication of a particular 
fund out of which reimbursement is to be made, or a particular ac- 
count to be debited with the amount; or (2) a statement of the trans- 
action which gives rise to the instrument. But an order or promise 
to pay only out of a particular fund is not unconditional.’”’ This sec- 
tion is held but declaratory of the common law. Slover on Negoti- 
able Instruments, p. 50; First National Bank of Hutchinson v. 
Lightner, 74 Kan. 736, 88 Pac. 59,8 L. R. A. (N. S.) 231, 118 Am. 
St. Rep. 353. 

The reference to the consideration of the note and the direction 
to apply the proceds of the resale of the shingles thereon must 





248 THE BANKING LAW JOURNAL. 


therefore be construed in the same manner, and as having the same 
effect as under the law merchant at common law. The true test in 
every case is and was at common law, Does the general credit of 
the maker accompany the instrument? If it does, the note is ne- 
gotiable; otherwise itis not 4 Am. & Eng. Ency. Law (2d Ed.) p. 
89. Inanearly case, Haussoullier v. Hartsinck,? Durnford & East’s 
Reports, p. 733, decided by the Court of King’s Bench in 1798, the 
note read as follows: ‘* No. 300. Original Security Bank London No. 
300, 35 Cornhill. This 7th day of September 1797. £25. On the 19th 
day of November next and after that date on demand we promise to 
pay to——or bearer £25, being a portion of a value as under deposited 
in securily for the payment hereof, according to the receipt in our 
hands. Hartsinck andCo.”’ The ground of defense was the same as 
here, and is reported as follows: ‘‘ That the notes were not payable 
at all events, but payable out of a particular fund alluded to in the 
notes, in case that fund should be sufficient. That the sum secured 
by one of them was described as a ‘portion of a value as,’ etc., in 
terms pointing out the fund out of which it was to be paid. That the 
payee was, of course, to resort to that fund, and not to the makers 
at allevents.” ‘‘But,” continues the report, ‘‘thecourt saidthey were 
clearly of opinion that, though as between the original parties to the 
transaction the payment of the notes was to be carried toa particu- 
lar account, the defendants were liable on these notes which were 
payable at all events.”’ It cannot fail to be noted that the language 
used in the note in that case was much more capable of the con- 
struction contended for than that of the note before us. In Walker 
v. Woolen, 54 Ind. 164, 23 Am. Rep. 639, a note reading ‘‘six months 
after date, or before, if made out of the sale of Drake’s horse hay- 
fork and hay carrier, I promise to pay,” etc., was held to be an ab- 
solute promise to pay, and the note was held negotiable. See, also, 
Charlton v. Reed, 61 Iowa, 166: 16 N. W. 64, 47 Am. Rep. 808; Cota 
v. Buck, 7 Metc. (Mass.) 588, 41 Am. Dec. 464; Ernst v. Steckman, 
74 Pa. 13, 15 Am. Rep. 542; Hawley & Dodd v. Bingham, 6 Or. 76; 
Schmittler v. Simon, 101 N. Y. 554, 5 N. E. 452, 54 Am. Rep. 737; 
Redman v. Adams, 51 Me. 429; Whitney v. Eliot National Bank, 
137 Mass. 351, 50 Am. Rep. 316; Nichols v. Ruggles, 76 Me. 25; 
Louisville Banking Co. v. Gray, 123 Ala. 251, 26 South. 205, 82 Am. 
St. Rep. 120; Corbett v. Clark, 45 Wis. 403, 30 Am. Rep. 763; Joer- 
genson v. Joergenson, 28 Wash. 477, 68 Pac. 913, 92 Am. St. Rep., 
888. The negotiability of notes and drafts is favored in law, and 
whenever the promise can be held unconditional without doing vio- 
lence to the ordinary meaning of the language usea, it will be so 
held. 7% Cyc. p. 575 et seq. Following the decisive trend of au- 
thority, both ancient and modern, hold the note here in question a 
negotiable instrument. 
The judgment is affirmed. 
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CHAPTER IV. 
THE STRUCTURE OF A BANK. 


Of the three requisites of a banker, honesty, judgment and sys- 
tem, the necessity of system is probably more apparent in a large bank 
than in a small one, though it is just as essential in a small financial in- 
stitution. The operations of a one-man bank and of a bank with four 
hundred or more employes, theoretically are identical, the only differ- 
ence being that the multiplicity of operations of a large bank demands 
that they be divided between many men instead of being conducted by 
one man; in fact, in the metropolitan bank, one man working twenty- 
four hours a day could not possibly perform the manual operations con- 
nected, for instance, with the checks received during that time. 

THE DEVELOPMENT IS GRADUAL. 


A system develops naturally as a bank grows and for this reason 
there are probably no two banks that do things in exactly the same way. 
But because it is of natural growth and the changes here and there are 
due to emergencies, on careful examination, frequently it will be found 
that things are not conducted as expeditiously and properly as could be 
arranged by a readjustment. It would be a good thing if the heads of 
financial institutions always bore this in mind, but unless this theory of 
development is brought home to them, in the rush of the day’s work 
they are liable to let good enough alone when, by a little analytical study 
of the situation in their bank, they could increase its effectiveness and 
in many cases save expense. In large banks there should be one man 
whose duty it is to report on general conditions, and in those institutions 
where they have an auditor, as he must go into all departments and be- 
come familiar with them, he would be the logical man to make recom- 
mendations to the officers and heads of departments. It will be well, 
however, for any one who has this duty, to go slowly and not speak un- 
til he thoroughly understands everything in the department and the 
reason, if any, underlying every particular transaction. But if his judg- 
ment can be relied upon, and the executive officers, after consideration, 
are satisfied that the change is a good one, they should not let it pass 


with an expression of opinion, but should see that the change is inaugu- 
rated. 





THE BANKING LAW JOURNAL. 


OPPOSITION TO IMPROVEMENT. 


We laugh at the negro cook, who, when given a modern biscuit 
beater, says: ‘‘ No, Ise not gwine to use that contraption case Ise al- 
ways beaten biscuits with a rollin’ pin and I knows they’s good biscuits. 
I aint gwine to take no chances.’’ It takes her quite a time to beat the 
dough when she could make a better biscuit much quicker and with 
much less expenditure of energy by using the machine. We look upon 
such a condition in the kitchen indulgently and as a mark of inferiority, 
but there is many a bank guilty of the same thing in principle. Itisa 
tendency of bank work to make even the thinking man a routine man 
and when any change is suggested it will, in many cases, meet with such 
opposition that it will take considerable determination to give the new 
idea a chance. I have been told that in some institutions a purchasing 
department could only be established after a most persistent effort. 
Officers, chief clerks and old employes had all been buying supplies as 
they needed them and forethought had been used in regard to only a very 
few things. These institutions needed sufficient supplies,and would have 
been able to order in quantities if some one had given the matter suffi- 
cient attention ; and by so ordering they could have gotten a better 
quality at a lower price. Because a requisition had to be sent to the 
supply department instead of an order toa stationery store, for some 
strange reason the very men whose time was saved fought the establish- 


ment of the system. They would have unquestionably held up their 
hands in horror at the thought of every clerk in the bank acting as pay- 
ing teller whenever he thought fit, but could not see how the same prin- 
ciple applied to the buying. 


COMPLETE UNDERSTANDING IS NECESSARY TO INITIATIVE. 


The man with initiative is the man who succeeds, but in order to be 
effective he must clearly understand the fundamental principles of his 
work or his new course instead of being towards the stars may end in 
the confusion of greater darkness. It is for this reason that it is well to 
analyze a highly developed banking institution and separate it into the 
primary units from which it has had its growth. 

A diagram of a highly organized bank is given on page 251. 

In making this, the arrangement of no one bank has been followed, 
but no department has been mentioned which is not now in active oper- 
ation as a department in some bank in this country. In fact, it may be 
said to be drawn from a composite of both the National and State banks. 
There are a number of large banks which approach the completeness of 
this diagram, and their tendency is towards organized division of labor 
as indicated. The purpose of the diagram is to show the general lines 
of development. 

It is also well to say that in the brief and very general description of 
the component parts of the diagram, an effort has been made to give an 
idea of the operations most generally organized under the name given. 
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STOCKHOLDERS, SEVERAL HUNDRED. 


| Directors (from 3 to 25) Discount Com. | 


Executive Officers. 
Chairman of Board, President. 
Vice-Presidents, Cashier. 


. Junior Officers. 
Assistant Cashiers, Auditor. 


DISCOUNT FUNCTION. DEPOSIT AND ISSUE 
; FUNCTIONS. 
Credit Department. 
Discount Department. Paying Teller’s Department. 
Loan Department. Money Department. 
Receiving Teller’s Department. 
Collection Department. 


Note Teller’s Department. 
Transit Department. ; 


Exchange Teller’s Department. 
Foreign Exchange Department. 
Railroad Teller’s Department, 

Check Department. 

Messenger Department. 


LEDGERS. 
oe 


tsa," . \aaanioatiiads 
| City Books. Out-of-town Books. 
l 


| Pass Books. | Foreign Individual. Bank Ledgers. | 


| Statements. 


GENERAL BOOKS, 
Which receive the entire day’s transactions. 


Serving All Departments. 


Mail Department. 
Correspondence Department. 
Publicity Department. 
Purchasing Department. 
Information Department. 
Office Boy Department. 
Houseman and Porters. 
Guides and Watchmen. 
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It has been stated that a bank’s development is gradual and this is con- 
firmed when we examine the structure of established banks. While the 
general trend of all is the same, due doubtless to the fact that some new 
labor has been added to a department already established and no further 
attention given it, there is a considerable divergence in the work carried 
on in departments of the same name in different banks. 


STOCKHOLDERS. 


First, come the stockholders who are the owners of the bank, the 
ones that have their money invested in the business. They are often 
several hundred in number and they may be widely scattered. It is 
impossible for them to give their personal attention to the bank so they 
elect a board of directors from* three to twenty-five in number. 


DIRECTORS. 


To this board the stockholders delegate their authority to control the 
business and, as the name implies, it is the duty of the directors to di- 
rect. As these directors are stockholders who are engaged in active 
business themselves, if the board is large, say fourteen to twenty-five, 
it is practically impossible to get them together daily and even once a 
week; so in order that the directors may be in close touch with the daily 
business the proper practice would be to elect from among themselves 
what is commonly called a discount committee or executive committee. 
In a large bank this would consist of from five to nine directors. 


DISCOUNT COMMITTEE. 


This committee meets every day and is vested with all powers of the 
full board of directors to whom it reports whenever the board has a full 
meeting. This in some cases is once a month and in others, twice a 


month. 


* The National Bank Act provides that the humber of directors of a National 
Bank must be at least 5. The laws of the States governing the number of directors 
of a commercial bank are as follows: At least 5, Florida, Idaho, Iowa, Michigan, 
Missouri, New Jersey, New York, Tennessee and Virginia. Kansas, 5 to 13; Mary- 
land, 5 to 7; Ohio, 5 to 30; Texas 5 to 25; Wyoming 5to9. At least 3, Minnesota, 
Oregon, Pennsylvania, South Dakota, Washington and Wisconsin. Georgia, 3 to 
15: Indiana, 3 to 9; Nebraska, 3 to 15; Nevada, 3to 13; Oklahoma, 3 to 13. In 
Colorado and New Mexico, not more than 9; in Montana, not more than 13; in 
Louisiana, 7 to 15. In the following there are no laws in regard to the number of 
directors: Alabama, Arizona, Arkansas, California, Connecticut, Delaware, District 
of Columbia, Illinois, Kentucky, Maine, Mississippi, New Hampshire, North Caro- 
lina, North Dakota, Rhode Island, South Carolina, Utah, Vermontand West Virginia. 
In Massachusetts there is a statute relating to State Banks, but there are no associa- 
tions operating under it. Nearly one half of the Trust companies, however, do a 
commercial business. 

The above information is based on the National Bank Act, Revised Statutes of 
Missouri, 1909, and Digest of State Banking Statutes compiled by Samuel A. Welldon 
of the New York Bar for the National Monetary Commission. 
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EXECUTIVE OFFICERS. 


As the directors cannot personally attend to the business of the 
bank they also elect officers. The modern incorporated bank must have 
a president and cashier andas many other officers as its size and needs 
demand. Some banksin addition to the two officers named, have a 
chairman of the board, several vice-presidents and a number of assis- 
tant cashiers and an auditor. Of these officers, certain ones are gener- 
ally members of the board of directors, and are usually called executive 
officers. They are commonly the chairman of the board, president, 
vice-presidents and cashier. The chief responsibility for the policy of 
the bank and the character of the business itself rests on them. They 
may be considered to constitute the judgment department. 


JUNIOR OFFICERS. 


The officers below the rank of cashier are commonly called junior 
officers and upon them rests the responsibility for the daily working of 
the bank. They are really assistants tothe cashier for the purpose of 
taking from him the burden of watching minor operations. 

The owner then of the small private bank is represented in the 
large incorporated institution by the board of directors, the discount 
committee and the executive officers ; he is equivalent to all these three. 

If this owner of the private bank has a son or some confidential clerk 
who can be relied upon absolutely to carry out instructions and safe- 
gyard the institution in every way; if he can be trusted to sign the owner’s 
name and he is so dependable that the owner knows he will not abuse 
the privilege,then this confidential clerkis equivalent to the junior officers 
of the incorporated company, it makes no difference how many there 
may be. If, in addition to this confidential man, the private banker has 
a clerk who can act as paying teller, receiving teller, note teller, etc., 
then this general clerk performs the same duties as the hundred or more 
clerks of the large institution, the only difference being that each oper- 
ation, performed by the one man in the first instance, would be perform- 
ed by a department having in it many men in the second instance. 

The functions of a bank are discount, deposit and issue,and from the 
junior officers whose jurisdiction under the executive officers extends 
over the entire bank, it is well to trace the development of the large 
bank in relation to these functions. In some banks the discount func- 
tion is performed through only one department called the discount de- 
partment which keeps track of credit information, discounts, loans and 
notes without a distinct organization to take care of each. 


CREDIT DEPARTMENT. 


However, it seems that every bank should have an organized credit 
department so equipped that at a moment’s notice it can give the stand- 
ing and rating of all persons entering into business relationship with the 
bank and who can investigate rapidly and with a great amount of cert- 
ainty any loan the bank may have occasion to inquire about. If the 
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bank believes in Cost Accounting, such work would seem to belong to 
this department. Some banks, however, have developed this character 
of work until it is taken care of by a separate department called The 
Analysis Department. 

If a bank has developed to a point where the operations connected 
with its discount function are so many that each class has to be organized 
into a department (see diagram page 251) then in addition to the Credit 
Department, the evolution logically is along the following lines: 


DISCOUNT DEPARTMENT. 


As in many cases the notes discounted are a great part of the bank’s 
resources, the discount department is a most important one. It is sup- 
posed to keep the record of all paper offered for discount and of all paper 
either discounted or bought by the bank. Its attention should be con- 
fined to what is known as commercial paper. 


LOAN DEPARTMENT. 


Where a bank makes many time and demand loans secured by col- 
lateral it needs an organized loan department. It is the duty of this de- 
partment to watch the market quotations on the securities pledged, see 
that the proper margin is maintained and make such substitutions in col- 
lateral as may be from time to time allowed. It also must see that the 
time loans are promptly paid at maturity or extended in proper form. 

The final decision as to whether or not a loan or discount should be 
made rests with the officers and discount committee, but the detail work 
is conducted through some such departments as the above. It might 
be well again to emphasize the fact that in a small institution one man 
may be able to do all this work, but that when the volume of business 
becomes very large as in the metropolitan bank, the general tendency 
of organization is along the above lines. Such cash as comes through 
these departments eventually finds its place in the paying teller’s state- 
ment. 

In times past a great deal has been written to show that the func- 
tions of deposit and issue are practically the sameand it is interesting to 
findthat this conclusion is confirmed by practicein such banks as exercise 
the right of issue. The details of deposit and issue fall naturally under 
the charge of the same man. 


THE PAYING TELLER’S DEPARTMENT. 


The paying teller has charge of allthe detailsinregardtomoney. He 
it is who receives the cash from the receiving teller, note teller, discount 
teller and all the other tellers; he it is who looks after the details of the 
redemption of circulation and the retirement of mutilated issue ; he also 
is responsible for the certification of checks and certified checks are the 
same in principle as currency issued by the bank. 

In order to assist in the handling of deposits and money, due to the 
volume of business it is necessary that what we may call the theoretical 
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work of the paying teller be divided into departments. But whatever 
these departments are the cash that passes through them eventually shows 
in the paying teller’s statement at the end of the day’s business. He 
is the head of the deposit and issue function, and is assisted by the fol- 
lowing departments (see diagram page 251). 


MONEY DEPARTMENT. 


The money department can be likened to an additional hand given 
the paying teller, who is responsible for allthe cash. It receipts for all 
money received from the receiving teller and the other tellers. It counts 
the money, makes up packages for the paying teller, assorts the mutilat- 
ed money, carries it to the Sub-treasury for retirement and in general 
takes care of all details of this kind. 

THE RECEIVING TELLER’S DEPARTMENT. 


The receiving teller’s department receives the checks and money de- 
posited by customers, either over the counter or through the mails. 
When the deposit is made at the window, it counts the money to see that 
it is correct and checks the items as listed on the deposit slip, which 
must be handed in with each deposit. It also enters the amount of the 
deposit in the customer’s pass book. The receiving teller is continual- 
ly in contact with the bank’s customers and is an important factor in 
keeping them satisfied. 

COLLECTION DEPARTMENT. 


In many banks the Collection Department takes care of all items 
that are to be collected whether in the city or on outside points, and 
whether to be first credited to the customer’s account as so much cash 
and then collected, or to be first collected and then credited. However 
the tendency in large banks is to divide the work between three depart- 
ments, called the Collection Department, the Note Teller’s Department 
and the Transit Department. 

The duties of the collection department should be confined to the hand- 
ling of such items as the bank will not consider cash until collected, in 
other words to such business as the term collection in its strict meaning 
will cover. For instance a customer has a note payable in some other 
city. He wants it collected and deposits it with this department. A 
receipt is given him for the note, but his account is not credited with its 
amount until the note has been presented and paid. Many items are also 
received through the Mail Department from other banks which are to be 
first collected and the proceeds credited to the sender. 


NOTE TELLER’S DEPARTMENT. 


It is not unusual, even in large banks, for the Discount Department 
to receive payment of the notes it handles, and where there is a Loan 
Department it seems to be the general rule, that it always handles its 
own loans as is natural, as it would not care to have collateral go through 
the process of being turned over by one cage to another. However, 
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quite frequently the business is so large that it is found expedient to 
have a separate Note Teller’s Department. This department receives 
from the Discount Department the notes as they fall due and sees to 
their presentation and collection. At its window payment is received on 
all notes payable at the bank. As a rule it has charge of all city collec- 
tions, and is the one that has most use for the Messsenger Department. 


TRANSIT DEPARTMENT. 


As a separate organization the Transit Department is probably the 
most modern in development. Its work is not new, but was formerly 
handled through a department of some such name as the foreign col- 
lection department. In fact, in many banks it is still handled so. How- 
ever, the constantly increasing use of checks and the amount of items 
that a bank treats as cash, but which require attention really to make 
them so, would seem to make it advisable to have a Transit Depart- 
ment. This department should handle only such items as are credited 
and then collected, leaving to the collection department those items 
that are to be collected first, then credited. This would give a very 
definite meaning to ‘‘Collection Items’’ and ‘“Transit Items.’’ The ma- 
jority of items would come to this department, through the Receiving 
Teller’s Department and it would work in very close connection with 
the Mail Department. 


EXCHANGE TELLER’S DEPARTMENT. 


Through this department all domestic exchange is issued, such as 
drafts on New York, California, and so forth; also the cashier’s checks 
and the certificates of deposit. 

FOREIGN EXCHANGE DEPARTMENT. 


This department issues foreign drafts, letters of credit and travel- 
ers’ checks. In some banks it also sells steamship tickets. 


RAILROAD TELLER’S DEPARTMENT. 


Such a department as this is not necessary unless the bank carries 
the accounts of a number of railroads. The various agents of the roads 
make remittances and deposits daily and the general office of the rail- 
road requires daily statements from the bank so it can confirm the agent’s 
advice. 


CHECK DEPARTMENT. 


A great number of checks pass in and out of a bank during the 
course of the day. Itis absolutely necessary that they be handled with- 
out delay. To do the work the check department or it might be called 
the clearing house department, is necessary. It makes up the ex- 
changes for the clearing house in the morning and receives the exchanges 
from the clearing house. It sorts checks for the different bookkeepers 
and in some instances examines them to see that they are in proper 
form and bear proper indorsements. It is not uncommon for at least 
ten men to work in this department, the actual manual labor is so great. 
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MESSENGER DEPARTMENT. 


In a large city where a number of messengers or runners, or col- 
lectors, however they may be called, are employed, they are organized 
into a department under a head. It is through him that messengers are 
furnished the Note Teller’s Department to handle the city items. It 
is a most excellent department through which to introduce the new em- 
ploye to a general knowledge of the business of banking. 


LEDGERS. 


The bank having divided into discount function and deposit function 
comes together again in the ledgers which record the transactions of 
all depositors. These ledgers are often classified as City books and 
Out-of-town books. 

The City books are frequently known as Individual Ledgers and 
contain the accounts of individuals, firms and corporations in the city. 
They in turn are divided into what may be termed Alphabet Depart: 
ments, that is, one ledger will be devoted to all names beginning with 
A-B, and one man assigned to that book, and so on through the alpha- 
bet. They are the bank’s records of its dealings with the customers. 
The customer’s receipt for the money deposited is contained in his pass 
book in which the entries are made by the Receiving Teller’s Depart- 
ment. 

The Out-of-town books, as the name indicates, record the accounts 
that come to the bank through the Mail Department. They are often 
divided into Foreign Individual, which contain the out-of-town accounts 
of individuals, firms and corporations, and Bank Ledgers, which con- 
tain the accounts of out-of-town banks. The Foreign Individual books 
are alphabetically subdivided, like the City Individual Ledgers. The 
Bank Ledgers are also subdivided for convenience, according to some 
method. Inone bank the writer knows of this division is by districts 
and states. As the deposits that come to these books come through the 
mail, it is impracticable to give the customer a pass book to be presented 
with each deposit, consequently advices are mailed and at stated times, 
statements balancing the accounts. In this connection it might not be 
out of place to say that some banks are trying to do away with pass 
books in dealing with their city customers and to substitute in their 
stead the method used for out-of-town customers. Instead of balancing 
the pass books, they send out statements at the end of the month. 


GENERAL BOOKS. 


Then come the general books which may be likened to a reservoir 
into which all the bank’s transactions flow. They should show a 
summary of all the transactions of the bank. From them statistics 
are made for the executive officers, and it is from these books that the 
general statement of condition is made when called for by the Comp- 
troller of the Currency, or the State Banking Department. 
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SERVING ALL DEPARTMENTS. 


Following the general books come those departments whose services 
are universal to the entire institution (see diagram page 251). 


MAIL DEPARTMENT. 


The Mail Department knows the time of arrival of all mail trains and 
has some one to bring the letters from the post office. It also sees that 
all mailis promptly gotten to the post office. Here also the mail is opened, 
generally in the presence of some one of the assistant cashiers ; stamped 
to show the date and hour when received and distributed in piles so that 
it can be easily carried to the department where it belongs. 


CORRESPONDENCE DEPARTMENT. 


The majority of items that pass through the Collection Department, 
Transit Department and other departments of a bank can be handled by 
form letters. However, there are always some matters arising about 
which special letters must be written and these are turned over to the 
Correspondence Department for attention. It should also file all of the 
letters, advices and registered mail receipts. This department, it would 
seem, should also attend to the registering and insuring of out-of-town 
collection items. 

PUBLICITY DEPARTMENT. 

At one time the president or cashier placed such advertisements as 
he thought the bank needed. The consequence was, as he usually had 
neither training nor aptitude for this character of work, his announce- 
ments consisted mostly of bare statements of the capital and location of 
the bank. As for set-up he trusted to the composing room; he knew 
nothing in the world about type. He was busy at other things and 
when the accomplished special edition newspaper man presented his 
case, or the committee from ‘‘ The Merry Sons of Buncombe’’ asked a 
program advertisement, he said to himself “‘ This is a bother. We 
might get some good out of it,’’ and gave what was wanted. Nowa 
Publicity Department in charge of a trained man really investigates the 
claims of solicitors and handles all the advertising. This department 
prepares the form letters soliciting business. 


PURCHASING DEPARTMENT. 


Instead of every man or every department buying supplies as needed, 
the purchasing department does all the buying. It is its duty to see 
that sufficient forms of all kinds, stationery,pens and so forth, are always 
on hand. It is supposed to be able to make fairly accurate estimates 
of what is needed and to buy in quantities. It has a store room and has 
charge of all supplies, which it furnishes on requisitions from those en- 
titled to them. It should keep its records in such shape that a moment's 
glance will tell how much of a given thing has been used up to a certain 
date and who used it. 
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INFORMATION DEPARTMENT. 


This should be so located as to be easily found by every person that 
enters the bank. The customer instead of wandering around aimlessly 
and disturbing the busy tellers, can receive directions from this depart- 
ment, and in many instances can have his inquiries about procedure an- 
swered, without going farther. 


OFFICE BOY DEPARTMENT. 


As the messengers are organized under a chief, so are the office boys. 
He details them to duty where needed and sees that one is always im- 
mediately furnished when the call comes. Under this system each office 
boy is available to alldepartments and no department is limited to one 
boy. 

HOUSEMAN AND PORTERS. 

The houseman should be a master carpenter; one able to repair and 
finish desks and thoroughly capable of superintending any inside re- 
pairwork. The porters work under him and this department is charged 
with keeping the building and offices clean, sanitary and in thorough 
repair. 

GUIDES AND WATCHMEN. 

The guide is an extension of the information bureau. One should 
always be in the lobby able to direct people to the various windows. He 
should also be able to show the ignorant how to make out deposit slips 
or fill out checks. In addition to this he should act as a day watchman, 
protecting the bank and the customers of the bank. Some institutions 
keep a watchman on duty day and night at every entrance. It would 
seem unwise to keep less than two watchmen on night duty. 


A BIRD’S EYE VIEW. 


Such is the general structure of a highly organized bank. There are 
few, perhaps, that have all these divisions of labor organized into regu- 
lar departments, but all large banks have a majority of the departments 
mentioned. There are doubtless banks which, due to the special 
character of their business, have developed some departments not spoken 
of, but this chapter gives, asit were, a bird’s eye view of the banking 
business. It is designed to be of practical benefit to the experienced 
bank man by making him compare and think about the division of labor 
in his own bank and thus improve his system. It is hoped that to the 
rapidly growing small bank, it may indicate along what lines it should 
be prepared to take care of business. To the officer, or employe, newly 
connected with a bank, who knows nothing of the business, it should 
be of benefit as it ought to help him find his way around. 

In subsequent chapters the duties and records of the different officers 
and departments will be treated in detail. 

(To be Continued.) 
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A COURSE OF STUDY IN THE LAW PERTAINING TO BANKS 
AND BANKING TRANSACTIONS. 
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Il. STOCK AND STOCKHOLDERS. 


15. Transfer of Bank Stock. 


16. Remedies Where the Bank Refuses to Record 
Transfer and Issue New Certificate. 


17. Stock Transferable on Books of Bank. 

18. Miscellaneous By-Law Restrictions upon Transfer. 
19. Bank’s Lien Upon Its Stock. 

20. Liens Created by By-Law. 


15. Transfer of Bank Stock.—The capital stock of a bank, like the 
capital stockof other corporations, is personal property, and may be trans- 
ferred in like manner. The method of transfer is simple. The usual 
stock certificate has the proper form of assignment printed on its back. 
When this is properly filled out and executed and the transferee delivers 
it to the bank and secures a new certificate in his name, the transfer is, 
in general, complete. In some states there are further requirements, 
such as certifying the transfer to some state officer. 

The execution of a written assignment is not absolutely necessary in 
order to pass title to a stock certificate. Suppose the owner of a certi- 
ficate of stock desires to make a present of it to some one. He may do 
so by delivering the certificate into the hands of the intended donee, 
with the purpose of transferring to him at once the right of ownership 
in the stock. The gift is consummated although there is no formal trans- 
fer or assignment by indorsement.” 

But, as will be shown, numerous obstacles, usually in the form of 
by-laws or statutes, can arise to hinder the transferee of stock in getting 
a new certificate issued in hisname. When the purchaser of bank stock 
goes with it to the bank to have his transfer recorded he may find himself 
face to face with a statute or by-law under which the bank refuses to com- 
plete the transfer. By far the greatest obstacle which the purchaser is 
liable to meet is what is known as the bank’s lien. When purchaser pre- 
sents himself the bank informs him that the person from whom the stock 
was purchased was indebted to the bank, that bank has a lien on the stock 
for the amount of the indebtedness, and that it will not issue a new certi- 
ficate until the indebtedness is wiped out. Sometimes the bank’s lien 
is not good, but, good or bad, its assertion means trouble for the pur- 


20. Smith v. Meeker, Iowa, 133 N. W. Rep. 1058. 
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chaser. And the necessity of asserting it means trouble for the bank, 
especially if the purchaser brings suit and the lien is notupheld. These 
matters will be taken up in subsequent sections. 

Frequently a bank attempts to regulate or restrict the transfer of its 
shares by enacting by-laws placing certain restrictions upon such trans- 
fers. One of the rights incident to the ownership of property is the 
right which the owner has to dispose of it at his will, the right of alien- 
ation, as it is legally known. It is a right which the courts will not per- 
mit much tampering with, and a bank by-law which unreasonably in- 
vades that right will quickly be declared invalid. This matter will also 
be taken up in the sections which follow. The state undoubtedly has, 
and frequently exercises, a right to regulate and restrict the transfer of 
bank stock. But no state can, by statute or otherwise, regulate or in- 
terfere with the transfer of national bank stock.”! 

Apart from the regulation of the transfer of stock by statute and by- 
law, there are certain transfers which the law will not allow. Thus the 
owner of stock will not be permitted to transfer it where it appears that 
his sole object in transferring was to escape some obligation attached to 
the ownership of the stock. For instance, a stockholder, who has dis- 
posed of his stock, cannot ordinarily thereafter be personally liable for 
a call of unpaid capital, unless he is the owner of the stock at the time 
of the call. But, a well established exception to this rule exists ina 
case where a stockholder in an insolvent corporation, knowing that the 
corporation is insolvent, transfers his stock to an insolvent person, know- 
ing him to be insolvent, for the purpose of relieving himself from lia- 
bility. For the reason that such a transaction would be a fraud upon 
the creditors of the corporation and the other shareholders, such a trans- 
fer, although valid between the parties, is held to be void as against 
creditors and other shareholders, and the liability of the original owner 
of the stock for the unpaid subscription remains unaffected by the trans- 
fer. A situation to which this applied came up in the case of People’s 
Home Savings Bank v. Rickard.” The books of the plaintiff bank show- 
ed that she owned 650 shares of the stock of the bank which had been 
transferred to her by herfather. The stock not having been fully paid 
for, the bank made a call for the balance and brought suit against the 
defendant thereon. She defended on the ground that she had trans- 
ferred the stock many months before the call was made. 

It appeared that she transferred the stock for a consideration of $10, 
knowing that the bank was insolvent and that a call was about to be 
made, to a person whom she knew to be insolvent, her intent being 
to avoid liability on the stock. It was held that this transfer did not re- 
lieve the defendant from the liability to pay the balance due on the stock. 
Nor did it absolve the defendant that the person, to whom the defend- 


21. Doty v. First National Bank of Larimore, 3 N. D. 9. 
22. 139 Cal. 285, 73 Pac. Rep. 858. 
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ant transferred the stock transferred it to another, who was also insol- 
vent, although it did not appear that either the defendant or her trans- 
feree knew that the last transferee was insolvent. 

The fact that stock is transferred to one whom the issuing bank re- 
gards as a business rival will not justify the bank in refusing to transfer 
the stock on its books. Inthe case of Madison Bank v. Price,™ the cash- 
ier of the Madison Bank, owning 49 of the 180 shares of the capital stock 
of that bank, and having resigned his office after a controversy with the 
bank, transferred his stock to two parties, one of whom was the cashier 
of the First National Bank of Madison, a business rival of the Madison 
Bank. The bank refused to transfer the stock upon its books and the 
transferees brought this action to compel the bank to allow the transfer 
and to certify the transfer to the bank commissioner when made. The 
bank claimed that the transfer was made to injure it and to obtain for 
the First National Bank a monopoly of the banking business at Madison. 
But the statutes of Kansas™ make it the duty of a bank to record trans- 
fers of its stock on its books and to certify such transfers to the bank 
commissioner immediately, The only condition is that no stock shall 
be transferred on the books of the bank without the consent of the di- 
rectors if the registered holder is indebted to the bank upon any matured 
and unpaid obligation, and that no transfer shall be made at all when 
the bank is in a failing condition, or when its capital is impaired. Under 
these statutes it was held that the transferees were entitled to have the 
stock transferred on the books of the bank and that the bank was not 
concerned with the motive or consideration of the transfer. 


16. Remedies Where the Bank Refuses to Record Transfer and Issue 
New Certificate.—When, for any reason, a bank refuses to honor the de- 
mand of a purchaser of its stock that the transfer be entered on the books 
of the bank and a new certificate be issued, the purchaser has various 
remedies which he may pursue. He may bring an action against the 
corporation for the damage which he may have sustained; or he may 
bring an action in a court of equity, praying that the corporation be de- 
creed to allow the registry, or to pay him damages if the registry is im- 
possible ; or he may seek a writ of mandamus. Mandamus is an action 
which can be maintained only where there is no other adequate remedy. 
It was originally one of a large class of writs by which the English sov- 
ereign directed the performance of any desired act on the part of a sub- 
ject. They were non-judicial, being merely commands issued directly 
tothe subject, without any action bythecourts. This powerlater passed 
to the king’s bench, the court which was supposed to represent the king. 
Today the writ is chiefly used to compel corporations, public and private, 


23. 100 Pac. Rep. 280 (Kansas). 
24. Laws 1897, p. 98, chap. 47; Gen. Stat. 1901, chap. Ila. 
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and public officers to perform duties enjoined upon them by law. Diso- 
bedience of a writ of mandamus is a contempt of court. 

The grievance of a stock purchaser who is refused recognition by 
the corporation, is generally capable of complete satisfaction by an award 
in damages. Therefore, mandamus is not the usual remedy in such cases. 
But, while the weight of authority is'to the effect that a writ of man- 
damus will not be granted to compel a corporation to register upon its 
books a transfer of shares of its stock, the writ will be issued in a proper 
case. The authorities which retuse to compel the corporation to make 
the transfer by mandamus, do so on the ground that the aggrieved party 
may obtain full relief in an action for damages. But an action for dam- 
ages is frequently not an adequate remedy. The stock of banks, especi- 
ally small banks, is not generally found listed in market reports. Nor 
is such stock a current commercial commodity in the locality where the 
bank is situated. Its real value depends upon many fluctuating factors 
which cannot be established in dollars and cents. The book value is 
rarely, if ever, the actual value and the consideration of sales is deter- 
mined by the needs and desires of the purchaser and seller, rather than 
by any market or other standard of price. Besides this, the ownership 
of such stock is attended with certain well recognized privileges and ad- 
vantages, enhancing its value, but which are not measurable in money. 
It gives the owner the right to be admitted into the corporation, to share 
in its government, and to participate in the exercise of its franchises. 
It is idle to say that he can take money collected as damages and pur- 
chase other shares of stock in the same bank. If he could the bank 
might not allow them to be transferred. Therefore, there is no just or 
fair way of arriving at the amount of pecuniary damage that a party 
would suffer if deprived of the registration of his stock. An action for 
damages is not adequate and mandamus seems to be the only remedy 
which affords proper relief.* 


17. Stock Transferable on Books of Bank.—A provision frequently 
met with is one to the effect that bank stock shall be transferable on books 
of the bank only. Frequently it exists as a statute. It is found in the 
National Banking Act and in the banking statutes of many of the states. 
It is found in the by-laws of most banks and, in fact, is customarily en- 
graved upon the certificates of stock themselves. Such a provision is 
necessary in order that the bank may know who are its stockholders. 
But a due observance of a provision of this character is not necessary 
to pass title as between the two parties to a stock sale. It is only where 
the rights of the bank, or its creditors are violated that the section comes 
into play. It is generally invoked where the transfer is an attempt to 
defeat the bank’s lien on the stock, and this is amatter reserved for the 
section on liens. 


25. Madison Bank v. Price, Kan., 100 Pac. Rep. 280. 





264 THE BANKING LAW JOURNAL. 


In the case of Faulkner v. Bank of Topeka,” the court, referring to 
Laws, Kans., 1897, p. 118, providing that stock “‘ shall be transferred 
on the books of the bank,’’ said: ‘‘Under the well known canons of 
construction, this means that nothing short of a transfer on the books 
of the bank will be sufficient. The only kind of transfer which can avail 
to affect the rights of the bank, its creditors, and the public is a trans- 
fer on the books of the bank. None other need be recognized. From 
the provisions for a double record of the ownership and transfer of stock, 
one in the bank and one in the office of the bank commissioner, it is plain 
who is indicated by the words ‘registered holder.’ He is the person 
shown by the books of the bank to be the holder of the stock. It is also 
plain that there must in all cases be a registered holder for every share 
of bank stock, and, if a registered holder dispose of his stock, he will 
continue to be the registered holder until the transfer is made on the 
books of the bank. An assignee of a registered holder who has not 
caused the transfer to be made on the books of the bank may be entitled 
to the rights of a registered holder as against his assignor, but the bank 
itself and the creditors of the bank, ignorant of the assignment, may 
rely upon the record.”’ 


18. Miscellaneous By-Law Restrictions upon Transfer.— By-laws are 
sometimes enacted, under which stock must first be offered to the bank 
before it is offered for sale to outsiders, or which make transfers subject 


to the approval of the board of directors, or in some other way restrict 
the transfer of the stock. 

In Dane v. Young™ it was held that a provision in the by-laws of a 
bank that its ‘shares shall be transferable by indorsement in writing 


’ 


by the holder in the presence of the cashier and two other witnesses,’ 
requires that the cashier and two other witnesses shall in writing at- 
test the signature of the holder in order to render the transfer valid as 
between the parties. A transfer not in conformity with the by-laws was 
held insufficient to relieve the transferror from liability to creditors up- 
on the insolvency of the bank. It was held in Iowa™ that a by-law 
to the effect that the validity of a transfer of stock depends upon the ap- 
proval and the acceptance of the board of directors may be enforced to 
protect the rights of the bank (as where the bank has a lien on stock 
which has been sold by the owner). Butif the bank has no rights to be 
protected, and the purchaser of stock would be deprived of his property 
by the exercise of the by-law, it cannot be enforced. 

26. 94 Pac. Rep. 153 (Kansas), 25 B. L. J. 484. For other cases see Union Bank 
v. United States Exchange Bank, 143 N. Y. App. Div. 128, 127 N. Y. Supp. 661; 
Farmers & Merchants’ Bank of Lineville v. Wasson, 58 Iowa 336; Moore v. Bank of 
Commerce, 52 Mo. 377; Bates-Farley Savings Bank v. Dismukes, 107 Ga. 212; Doty 
v. First National Bank of Larimore, 3 N. Dak. 9; Cecil National Bank v. Watson- 
town National Bank, 105 U. S. 217, 26 L. Ed. 1039. 

27. 61 Maine 160. 

28. Farmers & Merchants’ Bank of Lineville v. Wasson, 48 lowa 336. 





THE LAW OF BANKING. 265 


In a Massachusetts decision® a by-law was held valid which provided 
that no stockholder should sell or dispose of his stock without giving the 
board of directors thirty days notice in writing and offering the stock 
to the board at the same terms offered by the prospective purchaser. 
But in a Missouri case, passing upon a somewhat similar by-law, it was 
said: 

“It is very clear that the attempt of the directors of the defendant 
compa ny to adopt the by-laws, restricting the rights of its stockholders 
to convey their stock to any one until the said directors had refused to 
purchase it, or while indebted to the corporation, was without warrant 
or authority of law, and as such is not binding, either on the stockholders 
or those purchasing from them.’’ ® 

An extremely rigorous by-law is found in the case of New England 
Trust Co. v. Abbott.*! It there appeared that the by-laws of the New 
England Trust Co. provided that if any stockholder, or executor or ad- 
ministrator of any deceased stockholder, should desire to sell his shares 
he should first have them appraised by the directors and should give the 
company the option of purchasing them at the appraised value. If the 
shares were not accepted within ten days by the company then the stock- 
holder might dispose of them to any person whatever. An amendment 
made it the duty of an executor or administrator to offer shares which 
he held for appraisal and to be taken by the company, if it should so 
elect. The court decided that the trust company could compel the exe- 
cutor of the will of a deceased stockholder, by a bill in equity, to trans- 
fer his shares to the company. The court did not decide outright that 
the by-laws referred to were valid, but based its decision on the ground 
that the stockholder had entered into a contract with the trust company 
agreeing to the stipulations contained in the by-laws at the time when 
he acquired his stock. 

Bank charters in Massachussetts have contained provisions, of which 
the following is an illustration: ‘‘ The stock should not be sold or trans- 
ferred, but shall be holden by the original subscribers thereto for and 
during the period of one year.’’ The object of these provisions was to 
cure the evil of subscribing to bank stock without intending to become 
stockholders, but for the purpose of speculating upon the rise in value 
of the stock.” But the courts do not favor the suspension of the right 
of an owner to dispose of his stock at will. In the case of Williams v. 
Montgomery ™ certain stockholders entered into agreement to deposit 
their certificates with a trust company, the said agreement providing 
among other things that the certificates should “‘ not be withdrawn for 
the period of six months from this date, without the written consent of 

29. Barrett v. King, 181 Mass. 476. 

30. Brinkerhoff-Farris Trust & Savings Co. v. Howe Lumber Co., 118 Mo. 447. 

31. 162 Mass. 148. 

32. Nesmith v. Washington Bank, 23 Mass. 324. 

33. 68 Hun (N. Y.) 416. 
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each and every party hereto.’’ It was held that if this agreement was in- 
tended to restrain the disposition of the stock for a period of six months 
from the date of the agreement, it was inconsistent with the statutory 
provisions and void as against public policy. Persons cannot agree to 
surrender the control and ownership of property belonging to them and 
enforce such an agreement in the courts. But it was further held that 
the effect of the agreement was not to impose a restraint upon the dis- 
position of the stock, but merely to prevent the actual handing over of 
the certificates to the purchasers thereof and the transfer on the books 
of the corporation. 

To take up some of the by-laws which were declared invalid, a by-law 
prohibiting the transfer of stock without the consent of all the stock- 
holders was held void as against public policy in Matter of Klaus.™ 
And a by-law, prohibiting a transfer to one not already a stockholder, 
without first offering the stock to the board of directors of the bank 
which issued it, at the price which the prospective purchaser was willing 
to give was held invalid in Missouri. Brinkerhoff-Farris Trust and 
Savings Co. v. Howe Lumber Co.” In this case the by-law was held 
not binding even on the president of the bank. In McNulta v. Corn 
Belt Bank,® 45 N. E. Rep. 954, a by-law of a bank which provided 
that all stock sold or transferred should be subject to express condition 
that it would be voted in favor of all propositions, submitted by the 
board of directors, increasing the capital stock of the bank, was held 
void in that it limited the future action of the stockholders in reference 
to the increase of stock and unreasonably limited the right to sell or 
transfer the stock. 


19. Bank’s Lien Upon Its Stock.—Banks are frequently prohibited 
by statute from purchasing, loaning on the security of, or otherwise 
dealing in their own stock. But they are never prohibited from deal- 
ing with their own stockholders. Inasmuch as banks frequently do 
deal with their own stockholders the question often arises as to whether 
the bank, having an unsatisfied claim against a stockholder, has 
rights superior to the rights of other creditors against the stock which 
he holds. The answer is that the bank’s rights are superior if the 
bank has a lien on the stock. If the bank has a valid lien on the 
stock it can satisfy its claim out of the stock before any other creditors 
can reach it, or before the rights of a purchaser or pledgee of the 
stock need be recognized. The lien, which a bank sometimes has 
upon its stock, may be created in different ways. It may be created 
by statute, which usually provides that no holder of stock shall be 
entitled to transfer it while he is indebted to the bank. It may be 
created by charter or by contract between the parties. And a lien may 
be created by a by-law of the bank. But the by-law lien is, in most 
jurisdictions, of little real protection to the bank. 

34. 67 Wis. 401. 

35. 118 Mo. 147. 

36. 164 Ill. 427. 
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At common law a bank had no lien on its stock, which is merely 
another way of saying that a bank has no lien on the stock of a 
stockholder indebted to the bank, unless the lien is expressly secured 
to the bank by statute, charter, by-law or contract.**7 This is because 
the common law lien was founded upon the possession of the property 
claimed to be subject to the lien by the person claiming the lien. A 
person, at common law, could not have a lien on property not in his 
possession. If he could have such a lien, purchasers of personal pro- 
perty would never know whether or not they were getting a good title. 


20. Liens Created by By-Law.—The difficulty with a lien created by 
by-law, where there is no statutory authority authorizing such a lien, 
is that, while the lien may bind a person, who knows of its ex- 
istence, it will not, in many states, charge a purchaser of the stock 
without notice of the by-law. It has been so held in New York, 
Louisiana, Massachusetts, Pennsylvania, California, Missouri, Mis- 
sissippi, and other states.® 

In the case of Bank of Attica v. Manufacturers and Traders’ Bank,™® 
a bank attempted unsuccessfully to assert such a lien, there being no 
statute giving suchalien. The board of directors passed a by-law which 
declared that no transfer of stock should be made until the holder 
should discharge any indebtedness that might be owing from him to 
the bank unless the board should consent. The board refused to allow 
the transfer of a certain certificate because the record holder was at 
the time indebted to the bank. The purchaser of the stock, who had 
received the stock in good faith and without notice of the bank’s lien, 
brought suit against the bank and it was held that he was entitled 
either to compel the transfer of the stock to his name, or to collect 
from the bank the value of the stock. The purchaser chose the latter 
course. 


37. Brinkerhoff-Farris Trust and Savings Co. v. Howe Lumber Co., 118 Mo. 
447, Farmers & Merchants’ Bank, Lineville v. Wasson, 48 lowa, 336. 

38. Cook on Corporations, § 522. Some of these states now have statutes 
under which a lien is secured to the bank. 

39. 20 N. Y. 501. 
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—— 
THE BANKERS’ ENCYCLOPEDIA. 


Cas thirty-fourth edition of this valuable bank directory has been issued. The 
work contains a complete list of all national, state, private banks and bankers and 
trust companies in the United States and Canada together with officers, capital, sur- 
plus and profits, deposits and correspondents corrected up to date. It also givesthe 
population of all banking cities or villages where there are banks, a list of towns 
having no banks with nearest accessible banking point, a list of cashiers, and assist- 
ant cashiers and directors, also a complete list of all clearing house cities, showing 
members of the clearing house and rules on collections, where given. A fine up to- 
date map precedes each state. The ‘‘ purple book” certainly gives just the informa- 
tion every banker needs. Published by the Bankers Encyclopedia Company, 45 La- 
fayette Street, New York City. 
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swer, when unpublished or made by wire or letter, is 
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CONDUCTED BY JOHN EDSON BRADY OF THE NEW YORK BAR. 


CAUTION. 
In submitting a question it is essential that all of the facts involved be clearly set forth. If the 
question relates to a check, bill of exchange, note, or other negotiable instrament, or to any 
paper or document, a copy should be sent, also copies of letters having reference to the transac- 
tion out of which the question arises. 


PRESENTMENT AND NOTICE. 


Editor Banking Law Journal. Canyon City, OrEGoN, Nov. 20, 1911. 

Dear Srr:—It is the custom of banks generally throughout this section to 
return checks where there are no funds to pay them, sending them promptly back to 
the correspondent dishonored but with no further notice of dishonor to prior 
indorsers. 

In the light of the theory that failure to give notice of dishonor releases prior 
indorsers, is this correct? Should the bank refusing payment, if it does not pro- 
test, send notices of dishonor to all parties to the instrument? Also, would it not 
be incumbent upon the bank to turn the check over to a disinterested party for 
formal presentation in order to make its notice of dishonor hold good in law? 
Is a bank acting negligently when it does not have a correct and good presenta- 
tion made of a check when it is compelled to dishonor it for want of funds or 
other good cause? 

Is there really a dishonor in law where a check is sent through the mail a nd 
returned for want of funds? There is surely not a presentation, but is a bank in 
duty bound to see that there is a proper presentation made? An answer through the 
JouRNAL will be greatly appreciated. F. 8. SLaTer, Cashier. 

Answer.—When a check is sent directly to the bank on which it is 
drawn by a bank which has received the check for collection, there is 
no obligation on the drawee bank to protest or send notices of dis- 
honor. It is not negligent if it fails to do so for it has nothing to do 
with the presentment, or the taking of the other necessary steps to 
hold the drawer or indorsers. 

The check should not be sent to the drawee bank direct, but should 
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be sent to another bank at the same point, which bank should present 
the check and should protest and send notices of dishonor if necessary. 
It is negligent for the collecting bank to send a check direct to the 
drawee bank. As stated in a Colorado decision: ‘*‘ Even if we can 
conceive of such an anomaly as one bank acting as the agent of another 
to make a collection against itself, it must be apparent that the selection 
of such an agent is not sanctioned by businesslike prudence and dis- 
cretion. How can the debtor be the proper agent of the creditor in the 
very matter of collecting the debt. His interests are all adverse to 
those of his principal. If the debtor is embarrassed there is temptation 
to delay; if wanting in integrity, there is the opportunity to destroy 
and deny the evidence of the indebtedness.’’ German National Bank 
of Denver v. Burns, 12 Colo. 539, 21 Pac. Rep. 714. 

However, it has been held in Oregon that where there is a general 
custom among banks to send paper payable in a distant city, where 
they have no correspondent, directly to the drawee bank in that city, 
such custom will relieve a bank from liability for sending an ordinary 
unindorsed check, delivered to it for collection and deposit, directly to 
the drawee for payment. Kershaw v. Ladd, 34 Oregon, 375, 56 Pac. 
Rep. 402. Selover on Bank Collections, page 39. 

But it is clear that when a check is sent direct to a drawee bank, 
and there are no funds on hand with which to pay the check, the 
drawee is under obligation to do nothing more than return the check. 


RIGHTS OF INNOCENT HOLDER. 


Editor Banking Law Journal. Raven, N. C., Feb’y 27th, 1912. 

Dear Srr:—We will thank you for your opinion in the following case: 

A gives B a check for $15.50 and subsequently finds that the goods for which 
the check is in payment are not as represented, and thereupon notifies B that he has 
ordered payment stopped on the check and not to have it cashed, which B agrees to 
do. B, however, presents the check to a bank in an adjoining town, who knows A 
to be good for his checks and obtains the cash. The check upon being forwarded 
for collection is returned protested and endorsed ‘‘ payment stopped.” As an inno- 
cent holder do we have recourse on A, B not being good for the amount? 

What are our rights as innocent holders? Yours truly, 

AssIsTant CASHIER. 

Answer.—The bank which cashed the check for B has recourse 
thereon against A, whom we presume to be the drawer, provided due 
notice of dishonor was sent to A. 

The fact that the goods which B sold to A were not as represented 
would be a good defense against B, if B should bring suit on the check. 
But it is not a good defense against an innocent holder in due course. 

Of course we assume that the bank had no notice of anything that 
would indicate that A had a defense to the check. 
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COLLATERAL NOTE. 
Editor Banking Law Journal. SEATTLE Wasu., November 28, 1911. 

Dear Str:—We would like to ask you your opinion, through your Inquiry 
Department, of the position of a bank under the following circumstances: 

A note duly indorsed, is given to the bank as collateral by a borrower. This 
collateral note is payable in another city and in forwarding it to its correspondent 
there the bank indorses it. The correspondent remits the amount specified but it 
proves subsequently that the note has not been cancelled but simply transferred to 
another party. At maturity the collateral note is not paid. 

1. What is the liability of the bank on its indorsement ? 

2. If it is liable, what is the best way in which it may protect itself? Should 
it indorse the note ‘‘ without recourse ” ? 

3. If indorsed ‘* without recourse ” would it then be liable for the genuineness 
of preceding indorsements ? 

4. Would your opinion be affected, and if so in what respect, if the instructions 
to the correspondent were, not that the entire amount of the collateral note was to 
be remitted to the bank, but only such an amount as might have been specified by 
the pledgor to be collected by the correspondent and remitted to the bank ? 

Yours truly, E. SHorrock, President. 


Answer.—1. The bank indorsing the note is liable to the holder 
provided the note was presented for payment at maturity and notice of 
dishonor was duly given. 

If the bank is not actually a purchaser of the note it has a lien upon 
it and is a holder in due course to the extent of its lien. And if the 
bank indorses the note generally, it is liable in the same manner, as 
any other indorser. The indorsement carries with it the usual war- 
rantees, that is the genuineness of the instrument, his title, the capacity 
of prior parties that the instrument wiil be paid at maturity and that, 
if it is not, he will pay it, provided the necessary steps upon dishonor 
be taken. 

2 and 3. An indorsement without recourse does not cut off all 
possible liability on the instrument. Under the Negotiable Instruments 
Law, which is in force in Washington, one who indorses without 
recourse warrants that the instrument (including its indorsements) is 
genuine, that he has good title to it, that all prior parties had capacity 
to contract, aud that he has no knowledge of any fact which would 
impair the validity of the instrument or render it valueless. He does 
not engage that the instrument will be paid at maturity, or that he will 
pay it in case of dishonor, if the necessary steps upon dishonor be duly 
taken. Thus, if the maker is bankrupt at the time of presentment, the 
indorser without recourse cannot be held. But if payment is refused 
because a prior indorsement is forged, the indorser without recourse is 
liable upon his warranty. Nevertheless an indorsement without re- 
course affords a certain amount of protection. See 28 B. L. J. 929. 

4. We do not think the liability would be affected by this instruction. 
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JOINT ACCOUNTS. 
Editor Banking Law Journal. Syracuse, N. Y., February 22, 1912. 

Deak Srr:—Please inform me through your JourRNAL whether it is necessary 
to take an affidavit or declaration on joint accounts opened since May, 1907—that 
is, such accounts in savings banks and trust companies of New York State. 

For example, we will say, we opened an account with Peter and John Doe, 
attaching a clause with a rubber stamp to the effect that either or survivor may 
draw. 

Would the bank be justified in paying the survivor without having a declaration 
of joint ownership on file? Yours truly. SUBSCRIBER. 


Answer.—It is not necessary to take an affidavit or declaration 
of joint ownership when a joint account is opened. The New York 
statute, which became a law in 1907, provides that when a deposit is 
made by any person in his name and that of some other person, *‘ in 
form to be paid to either or the survivor,’’ the deposit and any addi- 
tions becomes the property of the two persons nameéd as joint tenants. 
The right of survivorship is one of the incidents of joint tenancy. All 
that is necessary to create a joint tenancy under the statute is to open 
an account in the form prescribed. Prior to the passage of the statute 
the right of the survivor to the deposit depended upon his ability to 
establish a joint tenancy, a trust, or a gift, and intent upon the part 
of the depositor was one of the chief elements of these forms of transfer. 
But now, under the statute mentioned (which is section 144 of the 
Banking Law and which applies only to savings banks) the intent 
seems to be supplied by the statute. If a depositor places money with 
a bank and directs the account be payable to himself, or another, or the 
survivor of them, he creates a joint tenancy whether he knows of the 
existence of the statute or not, and the survivor is entitled to the fund 
or deposit. 

The statute goes on to say: ‘* The same (deposit) together with all 
interest thereon shall be held for the exclusive use of the persons so 
named and may be paid to either during the lifetime of both or to the 
survivor after the death of one of them.’’ Such payment discharges 
the bank provided the bank has not received notice in writing not to 
pay. 

So it seems there is no affidavit required nor any declaration of 


joint ownership other than the request by the depositor that a joint ac- 
count be opened and the issue of a pass book and the recording of the 
deposit on the books of the bank in accordance with suchrequest. The 
statute protects the bank in paying where it has not had written notice 
not to pay. When the bank has received such a notice it must hold the 
deposit until someone establishes a legal claim to it. 

It should be observed here that no banker should advise a depositor 
to open an account in the joint form or in the form of a trust where the 
depositor’s desire is merely to facilitate the collection of the money after 
his death by the person to whom he intends the money to go. The 
Surrogate’s procedure is simplicity itself compared with some of the 
legal tangles that have arisen from trust and joint accounts. 
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WILLIAM G. SCHROEDER. 


The recent promotion of William G. Schroeder to the vice-presidency of the 
Continental and Commercial National Bank of Chicago, is certainly a well- 


merited reward for years of faithful and conscientious work in the institution with 
which he is connected. 


WILLIAM G. SCHROEDER, 


Vice-President, Continental and Commercial National Bank, Chicago 


Mr. Schroeder was formerly with the Cleveland National Bank, of Cleveland, 


Ohio, coming to Chicago in 1899, and assuming the position of manager of the 
transit department of the Continental National Bank. In 1903, he 
assistant cashier, became cashier in 1906, holding that position until he met with 
an accident in May, 1909, which incapacitated him for active service for quite some 
time. He, however, continued as cashier of the Continental National after its con- 


was made 
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solidation with the American Trust & Savings Bank and when the merger of the 
Continental and Commercial National Banks was effected, he was elected secretary, 
holding that position until he was made a vice-president. He is also chairman of 
the committee on the numerical system, clearing house section of the American 
Bankers’ Association. In other words, he is one of the three persons who devised 
the new numerical system that is being generally adopted by banks throughout this 
country. 

Mr. Schroeder has hosts of friends in all parts of the country who will be glad 
to learn of his deserved advancement. He has the happy faculty of endearing 
himself to his friends and to meet and converse with him is considered a great 
pleasure by those who know him. 


| A | 


RULES OF THE PROTECTIVE COMMITTEE OF THE AMERICAN 
BANKERS’ ASSOCIATION. 


The American Bankers’ Association in deciding to become the aggressive agent 
of its members for the apprehension and prosecution of criminals, devolves the execu- 
tive work upon a Protective Committee of three persons (whose names are not made 
public) which Committee has full power, when called upon for aid by any member, 
to take such steps as it shall deem proper to detect, arrest and prosecute the offenders. 

The policy of the Committee is to relentlessly pursue every bank criminal as 
outlined in the following rules, which govern the action of the Committee: 

1. Upon receipt of notification by the General Secretary, No. 11 Pine Street, 
New York City, or the nearest office or correspondent of the William J. Burns 
National Detective Agency, Inc., of an attempted or successful perpetration of fraud 
or crime upon a member of the Association, either by forgery, check-raising, 
robbery, hold-up or safe-breaking, accompanied by a full account of the offense and, 
if possible, a description of the perpetrators, the Committee will at once undertake 
the apprehension of the criminals through the service of detectives and such other 
means as they may consider warranted. A case once committed to the Association 
cannot be taken out of its hands nor the offense condoned or compromised. 

2. In reporting cases of crime, the Protective Committee understands that the 
members so reporting will have a warrant issued for the criminal concerned. 

The Committee relies upon the State, county or local authorities to arrange for 
the extradition and the payment of the expense incident to the return of the prisoner. 
The Committee will not pay extradition expenses. 

3. The Committee cannot undertake action on cases unless immediate notice of 
crime has been given to the General Secretary, or such notice sent to the nearest 
oftice of correspondent of the William J. Burns National Detective Agency, Inc., 


and the Association cannot be held responsible for any expense incurred for protec- 
tive work, which has not been previously authorized by the Protective Committee. 

4. The Committee cannot take cognizance of crime perpetrated by employees; 
the vigilance, alertness and energy of the officers of the banks must be relied upon 
in such cases. 


The Committee will not take cognizance of cases where other than members are 
defrauded. If customers of members cash checks for unidentified strangers and 
same turn out to be forged or raised they must pursue the criminal through the 
police, sheriff or county authorities or some detective agency at their own expense. 

It ts expected that every member will co operate with the Committee by prompily 
reporting every offense coming under their notice as well as by using all reasonable 
efforts in assisting in the arrest and conviction of the criminals. 


SS 
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ANOTHER IMPORTANT BANK CONSOLIDATION. 


LOUIS G. KAUFMAN, OF THE CHATHAM & PHENIX NATIONAL BANK, 
MERGES THE CENTURY AND JEFFERSON BANKS. 
About one year and a-half ago Louis G. Kaufman came to New York from his 
Michigan home to assume the presidency of the Chatham National Bank. As a 


LOUIS G. KAUFMAN, President. 


banker he stood high in the estimation of Western banks and much was expected 
when he entered the metropolitan financial field, and it can truthfully be said that 
he has more than made good. It was not long after his connection with the Chat- 
ham National that he brought about the consolidation of the Chatham with the Phenix 
National, which resulted in an institution with a capital of $2,250,000 and deposits 
of over $20,000,000 and constantly increasing. The bank is paying dividends at 
the rate of 8 per cent. per annum besides adding a substantial sum to surplus. 

Mr. Kaufman’s latest and most successful coup de finance is the merging of the 
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Century Bank and Jefferson Bank of New York, with combined deposits of over 
$8,000,000. The title of the consolidated institution will be the Century Bank, 
located at Fifth Avenue and Twentieth street, and will have four branches, the 
Jefferson Bank, corner of Bowery and Grand street, being known hereafter as the 
Jefferson branch. Mr. Kaufman will be chairman of the board, with H. L. Crawford 
as president and 8. D. Scudder, vice-president. It is understood that the entire 
capital of $1,000,000 will be available for commercial purposes. 

The success which has attended Mr. Kaufman’s efforts since he came to New 
York is no surprise to those familiar with his previous career. For a long time 
prior to his coming to New York he was engaged in the purchase of commercial 
paper in the large cities, which in turn was absorbed by banks inthe interior. It 
was in this way that he acquired a knowledge of the standing of very many busi- 
ness houses and, from being in close touch with the general business situation, was 
well equipped with that information so essential to the success of any banker in a 
large city. This is, without doubt, the key which has unlocked the door leading 
to the pathway of the success that has been so conspicuous. It is also understood 
he has always refused certification accounts, preferring to have the Chatham and 
Phenix Bank a strictly commercial institution. 


SSS 
A GREAT TYPEWRITER ORGANIZATON. 


REMINGTON, SMITH-PREMIER AND MONARCH SALES OFFICES CONSOLIDATED. 
The coordination of the Remington, Smith-Premier and Monarch sales forces of 
America became an accomplished fact on March 1st. 
In view of the enormous development of the office equipment industry in recent 
years, which owes its birth and growth to the typewriter, the consolidation of the 


sales forces of the three machines under one management was simply a business 


recognition of the unquestioned advantages’which must necessarily be derived 
from the operation of one highly efficient organization. 

The Executive Staff of the greater organization will consist of the active 
leaders of the three original companies. In the filling of the other managerial and 
selling positions, it has already become evident that the full selling strength of these 
three typewriter organizations will be utilized from the very outset. 

The magnitude of the new organization in every department, including its 
great manufacturing and sales facilities, and the quality and variety of its output, 
is attracting keen attention on the part of the entire typewriter-using public. 
Included among these facilities are splendidly equipped and organized typewriter 
factories manufacturing three distinct types of machines suitable for all require- 
ments, a completely equipped ribbon and carbon paper factory, a line of typewriter 
adding machines, billing machines and others adapted to all the special uses, a 
mechanical and employment bureau service of a size and distribution sufficient to 
supply the needs of every typewriter user, and a highly specialized engineering 
staff for the development and improvement of the three machines and of all the 
products of the company. These, together with a unified sales organization, set a 
new mark as to size and potential efficiency. 

This consolidation is the first step of expansion for a campaign more aggressive 
than ever. There will soon be opened in the United States many new branch offices 
to include many cities and towns not hitherto covered by the local office of any 
typewriter company. The record during the past year of all of the three type- 
writers involved in this union of forces constitutes of itself an assurance of a great 


future. The Remington, Smith-Premier and Monarch typewriters each did a busi- 
ness last year which surpassed every previous record. 


SNS SO TR TT 
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CLINTON T. ROSE. 


PRESIDENT ONONDAGA COUNTY SAVINGS BANK, SYRACUSE, N. Y. 


The recent promotion of Clinton T. Rose, from treasurer to the presidency of 
the Onondaga County Savings Bank of Syracuse, furnishes an interesting object 
lesson to the ambitious young man who is seeking higher preferment in banking. 
Forty-two years ago Mr. Rose entered the employment of the savings bank as a 


CLINTON T. ROSE, President 


messenger. He was then only fifteen years of age and his early opportunities for 
study were limited. But he did not cease to study, and through earnest work, in 
season and out of season, he gained that knowledge of banking which has enabled 
him to reach the top round in the ladder. He gradually rose upward and onward 
holding successively the different positions in the official staff until, on January 1, 
of this year, he was elected to the presidency, succeeding R. A. Bonta who resigned 
on account of ill health. His career certainly shows what may be accomplished by 
faithful and conscientious work in banking as well as any other profession. 
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The vacancy, caused by the promotion of Mr. Rose, has been filled by the selec- 
tion of William H.Knifiin, Jr., as treasurer. Mr. Kniffin is another example of what 
a young man can do. He came down to the ‘big city” only a little more than 
five years ago from Kingston, N. Y., and having had several years’ experience in 
the savings bank business secured a position as cashier in the Home Savings Bank 
of Brooklyn. The death of Wm. Hanhart created a vacancy in the office of 
secretary of the Savings Bank Section of the American Bankers’ Association, and 
Mr. Kniffin was found so well equipped that he was chosen to fill the place, discharg- 


WILLIAM H. KNIFFIN, Jr., Treasurer 


ing the duties of the same with great satisfaction, until he assumed his present 


position as treasurer of one of the largest and strongest savings banks in the state. 

Mr. Kniftin has gained a reputation as an interesting and convincing writer on 
financial topics, more especially on matters pertaining to savings banks. Readers 
of the JourNAL cannot fail to recall his series of articles on the ‘‘ Savings Bank 
Systems of the World ” which have received world-wide appreciation and comment. 
He has also written many other articles on financial subjects which show him to bea 
close student and a hard worker. It is simply another case of well merited reward. 
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AMERICAN BANKERS’ ASSOCIATION, 

ANNUAL CONVENTION TO BE HELD IN DETROIT WEEK OF SEPTEMBER 9TH. 

At a recent meeting of the associated banks and clearing house of Detroit it 
was decided to hold the thirty-eighth annual convention in that city during the 
week beginning Monday, September 9, Detroit having been selected as the place at 
the annual convention held in New Orleans last November. The meeting was 
marked with much enthusiasm. It was arranged to have the usual committees ap- 
pointed at an early date, especially the hotel committee, so that hotel applications 
can be systematized and places provided for all applicants after the principal hotels 
have cared for all they can receive. 

The associated banks appointed the following committee of Detroit bankers 


which will name all of the local committees: William Livingstone, president Dime 
Savings Bank; Emory W. Clark, president First National Bank, and Charles Moore, 
vice-president Security Trust Company. After the committees have been appointed 
the general secretary will give further information about the details relating to the 


convention and the programme. 

The headquarters of the convention will be in the Hotel Pontchartrain. This 
is a new hotel of the finest construction, and is absolutely fireproof and up-to-date 
in every particular. Its location has been famous in Detroit as a hotel site for nearly 
acentury. It is in the centre of the city on Campus Martius and is convenient to 
all car lines which centre at this point. It is within one square of Griswold street, 
the ‘* Wall Street” of Detroit; faces the City Hall and the Square, as well as many 
important business buildings. It is ideally arranged for this purpose. As head- 
quarters hotel it possesses ample accommodations for registration purposes, state 
headquarters, council sections and committee meetings—for they can all be held in 
this building. 

The Spring meeting of the Executive Council will be held at Briarcliff Lodge, 
Briarcliff Manor, N. Y., May 6th, 7th and 8th. Briarcliff Manor is about thirty 
miles from New York City on the New York Central Lines. The railroad station is 
Scarborough. Briarcliff Lodge is located about a mile from the station and is one 
of the best hotels of its class in the United States. It opens for the season the 
week before the sessions are to be held, hence will be almost wholly available for 
the needs of The American Bankers’ Association. 


—s 
TAUSSIG’S PRINCIPLES OF ECONOMICS. 


In a new work on economics, Prof. F. W. Taussig of Harvard, has undertaken 
to clarify the subject to which so many minds have heretofore given their best thought 
without successfully reaching the actually intelligent public effectively. The econ- 
omic evolution of the world, and particularly that of the United States, has been so 
rapid in the present generation that the ordinary citizen classifiable as intelligent is 
appalled at the apparent intricacy of the subject. Itis the business of the professors 
to analyze the subject and thus give a clearer view; yet generally their observations 
are limited and practical men find the conclusions reached by the academicians un- 
satisfying, particularly when the former have kept closely in touch with events that 
constitute underlying causes. Prof. Taussig has contributed a work which reaches 
many more of these problems that interest the business man than has ever before 
been undertaken; and his manner of treatment is engaging instead of being tiring, 
as so often has been the misfortune in other similar treatises. It is however not 
therefore less valuable as a text book for educational institutions, where it is highly 
approved. 

Published by The MacMillan Co., New York, in 2 Vols. 1120 pp. $4 net. 





THE RESERVE ASSOCIATION AND THE BUSINESS MAN. 


By WituiaM H. Knirrin, JR. 
Treasurer Onondaga County Savings Bunk, Syracuse, N. Y. 
The following pertinent comments on the pending plan for a National Reserve 


Association are taken from a recent address of Mr. Kniftin to the Chamber of Com- 
merce in Syracuse: 


T is erroneous to assume that the proposed National Reserve Association is a matter 
for bankers only; for while the banker is very much affected by the evils it seeks 
to cure and sees at close range the good and the bad in the present system, and by 
the very nature of his calling must give heed to such affairs, he is less injured by a 
poor financial system than the average business man, for the banks will continue to 
live and do business, and perhaps make money, whether the system be good or bad; 
but without a proper scheme of currency and banking our commercial fabric goes 
to pieces under strain and the business man suffers most because it is life or death 
to him that the bank shall be in position to extend the accommodations he must 
have in order to conduct a going concern. A poor banking system touches his most 
vulnerable point—his credit. The banker will live if he does not prosper, panic or 
no panic, but a financial upheaval spells ruin to the business man who is deserted 
by his banker when he needs help the most, and deserted because there is no other 
way open. * * 

We must not labor under the presumption that the National Reserve Association 
or any other plan of currency reform will prove the panacea for all our financial ills, 
for it is not held out as such and only aims to cure the ills which arise from defective 
banking machinery. * * 

A bank is not only a place for the receipt and payment of money, but also a 
great credit institution. It is a clearing house of credit and money is only used to 
settle the balances; but there must be enough money back of the credit system to 
give it stability and respond to the need when it comes. Lacking sufficient money, 
the ability to provide that which will answer the purpose of money is essential in 
order not to disorganize the whole business system. 

It is easily to be seen that a banking system which collapses under the 
slightest strain is no system at all and utterly inadequate to meet the needs of a 
prosperous and growing people. Of what avail is any system which proves the 
weakest when it should be the strongest? and by common consent it is agreed 
that our present system is lacking in several important features, all of which are 
prominent in the great banks of Europe. The principal defects are: First, the 
scattering of reserves. 

RESERVES ARE NOW SCATTERED. 

We have approximately 25,000 banks in this country, all of which are required 
to carry some portion of their deposits in actual cash; the amount varies according 
to the place and the character of the bank. To illustrate how this works in 
practice and how reserve is piled upon reserve and scattered, let us suppose that a 
bank in Syracuse has $400,000 in deposits, 15 per cent. of this, or $60,000, repre- 
sents its reserve; three-fifths, or $36,000, may be kept in Albany; against this 
$36,000, the Albany bank keeps a reserve of one-quarter, or $9,000, one-half of 
which—#4,500—may be kept in New York. The New York bank must have 25 
per cent. of this, or $1,125, in actual money; therefore, to meet the $400,000 
deposit liabilities of the country bank, the National Banking Act is fully complied 
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with if $29,625, or .074 per cent. of the deposits is in actual money and scattered in 
New York, Albany and Syracuse. 

As the reserves are deposited and redeposited, so in the reverse process one city 
draws upon another, and that one upon another, and so on until we get down to 
New York, the great money center, and New York responds as best it may, and 
sometimes not at all. In order to meet the demands New York must call loans and 
thus we have the beginning of a money panic, due to the fact that thousands of 
banks are drawing upon New York, as they did in 1907. The scare may be real or 
imaginary, but the fact remains that the banks want their money; for they are 
afraid of themselves, they are afraid of each other, and the depositors are afraid of 
them, and chaos follows. * * 

INELASTIC BANK NOTES. 

Second, an inelastic currency. Our present note issues being based upon bonds 
and the retirement being limited by law makes our note issues decidedly inelastic. 
The volume depends upon the volume of bonds available and the market price 
rather than the demand of business. You are well aware that a national bank note 
is merely a small part of a government bond. In other words, a $5 national bank 
note is simply one two-hundredth part of a thousand dollar government bond, and 
there can be, therefore, no more bank notes than there are bonds. 

An expanding business needs expanding currency, and retrenchment in busi- 
ness means contraction in currency, and our currency does neither. That system 
can only meet the needs which contracts and expands with the current demands. 
For instance, in the summer and fall when vast amounts of currency are needed to 
move the crops note issues should expand accordingly, and when the need is over 
they should automatically retire like our checks, which, having served their pur- 
poses, return to the maker and are cancelled. The National Reserve Association 
will give us an elastic currency based upon gold and commercial paper—the founda- 
tion of all great monetary systems. 

BANK ASSETS ARE NOW INCONVERTIBLE. 

Third, the inconvertibility of assets into money. There is no economic reason 
why that which represents value in one form should not be converted into money; 
this money must, of course, have back of it the coin of the realm which gives 
stability to all monetary systems, and this backing is gold; but there need not be a 
gold dollar for every paper dollar, as history and experience have demonstrated, but 
there must be the ability to redeem in gold whenever the occasion demands. 

The Aldrich bill proposes to issue currency backed by one-half gold and 
one-half banking assets and provides for instantaneous note issues on the principle 
that one dollar in gold will support several in paper, whereas now a dollar in gold 


only counts for a dollar in paper. The National Reserve Association will be the 


great central reserve agency of the banks of the country; it will rediscount for its 
members and issue currency backed as aforesaid upon demand and convert com- 
mercial paper into acceptable money as fast as needed, a feature sadly lacking in our 


present system. 
THE FOLLY OF RIGID BANKING RESERVES. 


The folly of rigid bank reserves as we now have them and the inability to turn 
wealth into money may best be seen by a simple illustration. We will suppose that 
the law stipulates that every man must carry $25 in money in his pocket at all 
times and failure to do so constitutes a misdemeanor. Some stormy night our man 
finds himself in a strange city, without food or shelter, but with his $25 in his 
pocket and a diamond ring on his finger. He looks in the warm eating places, but 
dares not enter; passes comfortable hotels, but cannot engage a room, and walks 
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the streets ali night and is found frozen to death in the morning with his $25 still 
intact. : 

The bank by law is required to carry a certain amount of cash which it dare 
not use, because to do so constitutes transgression of the banking law, and when 
the storm beats about it and depositors are clamoring for their money it must 
not touch this sacred hoard, for by so doing it becomes a malefactor. Instead, 
therefore, of falling back upon the reserve—which is reserve in name only—it must 
attempt to weather the storm as best it can by retrenching in loans and withdrawing 
credit ; and like our friend in the street finds itself in a sorry plight with the sacred 
hoard untouched. But if our friend could have taken his assets—the diamond ring 
for instance—and immediately turned it into cash, he would not only keep his 
reserve up to the requirement, but be able to obtain the necessities of life as well, 
and the proposition in the Aldrich bill, so far as it concerns the business man, 
simply stated, is to permit a bank to cash in its valuables, to take your note, due 
in one month say, and turn it into money now rather than wait until you turn it into 
money at maturity. 

RESERVE ASSOCIATION AND BUSINESS MEN, 


The National Reserve Association will afford the merchant: first, uniform 
interest rates; second, steady command of credit; third, it will separate commercial 
transactions from speculative operations. The avowed object of the Aldrich bill is 
to make interest rates uniform throughout the country as is the case in European na- 
tions, and by a free rediscount of commercial paper to equalize the charges by the 
law of supply and demand. Steady command of credit is afforded by the ability to 
extend credit when under. the present system, credit is withdrawn. Panics are 
never cured by withdrawing help, but rather by extending it; and the great banks 
of Europe find that when a crisis is on, the surest way to recovery is to freely loan— 
upon legitimate securities of course—rather than to immediately retrench upon all 
sides. Commercial transactions are to be separated from the speculative market by 
the provision that Wall Street loans are not ordinarily to be rediscounted in the 
Reserve Association, and only paper which represents trade and commerce is to be 
the basis of note issues, although certain securities are to be accepted under certain 
conditions. The Aldrich plan distinguishes between business that is productive 
and increases the wealth of the nation and business that is merely speculative and 
robs one man in order to enrich another. 

The National Reserve Association will put a premium on good banking. Inas- 
much as it permits banks to rediscount certain classes of commercial paper with 
little delay or ceremony, they can rest assured that as long as they keep their assets 
in such form they can readily turn them into money. The business man also can 
rest assured that his obligation which is of such character need not be called when 
the bank needs money to pay off its depositors. There may be, of course, occa- 
sions when the bank could not or would not extend further credit; but it is just as 
much a help to the business man that his loan shall not be called as to grant him a 
new one, and if the bank can take the obligations of one man, cash them in and 
loan the proceeds to another, it materially helps both. 

There are two forms of bank credit. First, the bank note, which is a direct 
obligation of the bank and which circulates everywhere as money; second, the 
deposit in a bank against which checks are drawn. These do not circulate as 
money; but against every deposit there is either good commercial paper or the cash 
itself, and the inability to turn the representative of value into money at certain 
times brings about the dire results I have mentioned. It usually makes little differ- 
ence to a man who desires a credit instrument whether the bank gives him its own 
obligation to pay (a bank note) or promise to pay upon his order the obligation 
which it has assumed to him (a credit on its books); but there are times when 
checks will not answer the demands of the business world and only money will 
suffice; and the banking system which is adequate to the demands made upon it 
must be able to create money by turning commercial paper into bank notes when 
money is needed and nothing else will do. Back of all such credit there must be 
of course a proper ratio of real value, gold and bankable assets in such proportions 
as experience has determined to be ample, and as long as such money passes cur- 


rent and can be created as rapidly as the needs require, a money panic is 
impossible. 
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BOOK NOTICES. 


JOURNAL OF THE INSTITUTE OF BANKERS.* 

This official organ of the London bankers, now in its 33d volume, never fails 
to bring interesting and valuable matter, presented in clear typographical form: A 
discussion at a recent meeting of the Institute on the Influence of Banking upon 
International Relations, is followed by a pertinent review of the opinions upon the 
proposed reestablishment of British Consols as an investment security by providing 
for maturity dates; a new departure for the British who have for generations 
regarded this special security as particularly desirable because it is a perpetual loan. 
The text of a new ‘+ Money-lenders Act,” revising the one of 1900, is given in full. 
The legal status of bankers with partners is the subject of a lecture delivered before 
the Institute; and a proposed law for reforming the bankruptcy procedure is the 
last of the series of special articles in the February, 1912 number. 


*Published by Blades, East & Blades, 23 Abchurch Lane, London, E. C., England. price 1 snlling 
sixpence net per. 


THE Lire STORY OF J. PIERPONT MORGAN.* By Carl Hovey. 

It is unusual to write a man’s life story before his life work is done; but the 
subject of this biography is a personality of world-wide interest and the author of 
the book evidently concluded to anticipate the usual method. The style is unpre- 
tentious and designed to make the story plain to the mass of readers who are 
naturally curious to know more about the man who has become the master of such 
power as J. Pierpont Morgan wields. 

As an account of the manner in which that power was gained, the story is a 
satisfying one to all but the relatively few who are in the same field of activity, 
who want to know more of the technical facts and some who actually know more 
than is in the book from their own experience. 

It brings out the main events of importance in the career of a man who, con- 
scious of his capacities and convinced of the future greatness of his country, con- 
centrated all his energies, and the forces at his command upon developing its 
almost boundless resources. For, unlike other financial magnates, Mr. Morgan 
always built; he may not always have built in the best way; but he never tore 
down. He may not have permitted all others to build as they pleased; he may 
indeed have been ruthless in his opposition to other builders; but there can be no 
question that among those who have in the past forty years developed the Nation’s 
material interests, he has earned the reputation of being the master-builder, and 
naturally he took large compensation for his work. 

In this volume the manner in which he used his wonderful faculties is told; 
how he reconstructed the railway enterprises, from small beginnings to continental 
undertakings; how he aided the Government, his crowning work being that by 
which he saved its credit in 1895, by means which no one else deemed possible; 
how he welded together the steel industries to make the country the greatest 
industrial nation. 

The other side of the picture shows his personal characteristics in an enter- 
taining manner, including his world-renowed indulgence in the accumulation of 
art treasures. Altogether we have here a human document of great interest. 


~ * Published by the Sturgis and Walton Co. New York City, price, $2.50. 





RESERVE AGENTS APPROVED IN FEBRUARY. 


RESERVE AGENTS APPROVED IN FEBRUARY. 


The following banks were approved as Reserve Agents in February: 


Mercantile National Bank, New York, for City Nat. Bank, Omaha, Neb.; Briggs 
Nat. Bank, Clyde, N. Y.; First Nat. Bank, Pennington, N. J. 


Mechanics & Metals National Bank, New York, for American Exchange Nat. 
Bank, Greensboro, N. C.; Houston Nat. Exchange Bank, Houston, Tex.; Groves 
Nat. Bank, Hollis, Okla.; First Nat. Bank, Eagle Lake, Tex.; First Nat. Bank, San 
Francisco, Cal.; First Nat. Bank, Hartsville, S. C. 


Hanover Nat. Bank, New York, for American Exchange Nat. Bank, Greensboro, 
N. C.; First Nat. Bank, El Paso, Tex.; First Nat. Bank, Latonia, Ky.; Commercial 
Nat Bank, Smithfield, Utah; First Nat. Bank, Tustin, Cal.; First Nat. Bank, Leslie, 
Ark. 

N ational Park Bank, New York, for American Exchange Nat. Bank, Greensboro, 
N. C.; First Nat Bank, Lincoln, Ala.; First Nat. Bank, Marietta, Ga.; State Nat. 
Bank, Holdenville, Okla. 


Fourth National Bank, New York, for First Nat. Bank,Kalamazoo, Mich.; Far- 
mers & Merchaats Nat. Bank, Baltimore, Md.; Bay State Nat. Bank, Lawrence, Mass.; 
Oklahoma Nat. Bank, Chickasha, Okla.; Amsterdam City Nat. Bank, Amsterdam, 
n. 8 

Chatham & Phenix National Bank, New York, for Second Nat. Bank, Pitts- 
burgh, Pa.; Citizens Nat. Bank, Louisville, Ky.; First Nat. Bank, Lancaster, S. C. ; 
Luzerne County Nat. Bank, Wilkes-Barre, Pa. 

Irving National Exchange Bank, New York, for First Nat. Bank, Attleboro, 
Mass.; Second Nat. Bank, Elmira, N. Y.; National Exchange Bank, Newport, R. 1.; 
Gramatan Nat. Bank, Bronxville, N. Y. 

Chase National Bank, New York, for First Nat. Bank, San Dimas, Cal.; Carbon- 
dale Nat. Bank, Carbondale, Ill. 

American Exchange National Bank, New York, for American Nat. Bank, Louis- 
ville, Ky. 

Seaboard National Bank, New York, for First Nat. Bank, Marietta, Okla. 


National City Bank, Chicago, for First Nat. Bank, Cassopolis, Mich.; First Nat. 
Bank, Muskogee, Okla.; Consolidated Nat. Bank, Tucson, Arizona.; National Bank 
of Baltimore, Baltimore, Md.; National Bank of Commerce, Sioux City, lowa; Ram- 
sey Nat. Bank, Ramsey, Ili. 

Fort Dearborn National Bank, Chicago, for First Nat. Bank, Montgomery, Ala.; 
Citizens Nat. Bank, Baltimore, Md.; First National Bank, Fulton, Mo.; Merchants 
& Farmers Nat. Bank, Charlotte, N.C. 


Corn Exchange National Bank, Chicago, for Dowagiac National Bank, Dowagiac, 
Mich.; First Nat. Bank, Cassopolis, Mich.; First Nat. Bank, Kalamazoo, Mich. 

National Bank of the Republic, Chicago, for Dowagiac Nat. Bank, Dowagiac, 
Mich.; First Nat. Bank, Dixon, Cal. 

Continental & Commercial! National Bank, Chicago, for American Exchange 
Nat. Bank, Greensboro, N.C.; National Bank, of Savannah, Ga.; Central Nat.Bank, 
Oakland, Cal.; American Nat. Bank, Silver City, N.M.; Citizens Nat. Bank, Brown- 
wood, Tex.; First Nat. Bank, West Concord, Minn.; Farmers Nat.Bank, Ashtabula 
Ohio. : 


Girard National Bank, Philadelphia, for American Exchange Nat. Bank, Greens- 
boro, N.C. 


Philadelphia National Bank, Philadelphia, for American Exchange Nat. Bank, 
Greensboro, N. C. 


Corn Exchange National Bank, Philadelphia, for First Nat. Bank, Blairstown, 


J. 
Second National Bank, Pittsburgh, for Dayton, Nat. }3ank, Dayton, Ohio. 
Third National Bank, St. Louis, for First Nat. Bank, Alexandria, Va. 


First National Bank, Cleveland, for First Nat. Bank, Celina, Ohio; National 
Bank, of Syracuse, Syracuse, N. Y.; State Nat. Bank, Memphis, Tenn. 
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COMPARATIVE NEW YORK BANK STATEMENT. 


The following table shows the loans and deposits of the associated banks, reported to the New 
York Clearing House for the weeks ending March 4, 1911,and March 2, 1912, respectively, 
ogether with a computation of the proportionate increase or decrease of deposits for the year: 


BANKS. | 
| 


Bank of N. Y. N. B. A.... 
Bank of the Manhattan Co. 
Merchants’ National 
Mechanics & Metals Nat.. 
Bank of America 


Merchants’ Exch. National 
Gallatin National 

Nat. Butchers & Drovers. 
Greenwich 

American Exchange Nat. 
Nat. Bank of Commerce. . 


Chatham & Phenix Nat.... 


Hanover National 
Citizen’s Central National 
National Nassau 

Market & Fulton Nat..... 
Metropolitan Bank....... 
Corn Exchange 

Importers & Traders’ Nat 
National Park eas 
East River National 
Fourth National 

Second National 

First National 

Irving National Exchange 
Bowery as 
N. Y. County National... 
German-American 

Chase National 

Fifth Avenue. : 


German Exchange 
Germania 

Lincoln National 
Garfield National 
Fifth National 


Bank of the Metropolis... 
West Side Bank....... a 
Seaboard National 
Liberty National 

N. Y. Produce Exchange 
State Bank 

Security Bank t 

Coal & Iron Nat'l Bank.. 
Union Exchange Nat. .. 
Nassau Nat., Brooklyn... 





Totals 


Loans and 
Discounts, 
Average, 


1gII. 


Loans and 

Discounts 

Average, 
1912. 





$ 21,131,000 
31,500,000 
20,600,000 
51.561,700 
26,145,600 


168,340,500 





29,360, 500 
7,258,400} 
9,061,000 
2,294,500 
7,910,300 

43,134,000 

161,307,800 

14,149, 100 
3,797,500 

14,250,900 
1,804,200} 

71,999,700 

22,108, 300 
7.547.200 
8,717,900 
9,865,800 

44,715,000} 

26,278,000 

86,433,000 


1,437,900 
35,385,000 
13,015,000 

115,100,100 
25.759.300 

3. 309,000 

7,837,100 

4,174,700 
81,297,000 
12,699, 100 

3,445,200 

5,113,100 
14.795.500 

8,814,100 

3,212,000 
11,963,100 

4.236.000 
22,427,000 
18,987,900] 

eit 
15,076,000 





6,26 1,000 


$ 21,259,000 
34,600,000 
20,7 59,000 
55,222,000 
28,630,000 

184,760,000 
28 683,000 

7,153,000 
9,041,000 
2,146,000 
8.713,000 
49,697 ,000 

148,337,000 

14.550,000 

4.228,000 
16,892,000 

1,936,000 
76,546,000) 
22,97 2,000} 
10,568,000} 

9,390,000 
10,617,000} 
47,321,000 
27.0 33,000 
94,256,000 

1,453,000 
37.612,000 
14,44 3,000} 

124,351,000) 

27,775,000} 
3, 360,000) 
8.573.000 
4.185,000 

100,595,000} 

13,115,000 
3,270,000) 
5.499.000 

14,168,000 
9,258,000 
3-47 3,000 

12,514,000 
4,176,000 

24,852,000 

19,111,000 
8,255,000) 

14.898.000 

11,061,000) 
6,532,000} 
9,608,000) 
7.874,000! 





Deposits, 
* Average, 
IgIl. 


$ 19,083,000 


35,700,000 
21,013,000 
51,682, 300 
26,875,700 
186,494,100 
27,700,300 
7,296,600 
7,612,200 
2,211,100 
8,948,000 
44,055.900 
142,862,800) 
11,005,500 
3,360, 100 
14,513,300 
2,215,700 
82,010,900 
21,597,600 
8,809,200 
8,548.300 
9,917,800) 
52.867,000} 
23.954,000 
91,096,000 
1,572,400) 
37,776,000) 
12,863,000 
108,122,700 
27.743,700 
3,450,000 
8,115,600 
4,07 3.700 
90,61 5,000 
14,223,600 


3.489, 300 
5.880.900 
15,659,900 
8,97 5.400 
3,676,100 
11,927,100 
4,834,000 
26,40 3,000 
19.920,200 
9.335.000 
19,048,000 


6,545,000 


Legal Net 

Deposits, 

Average, 
1912. 


Deposits, 
Per Cent.of 
Inc. 





* United States Deposits included, $1,631,600. 
+ Consolidation of Fourteenth Street, 12th Ward and 19th Ward Banks. _ 
The returns of the trust companies for March 2, 1912, willbe found on page xviii. 


Dec, 


$ 19,307,000 
40,000,000 
21,378,000 
52,862,000 
29,748,000 

193,846,000 
25,908,000 

7,711,000 
7,321,000 
2,133,000 
10,07 5,000 
51,604,000 
127,238,000 
11,590,000 
3-97 3,000 
17,059,000 
2,191,000 
85,871,000} 
22,342,000] 
12,934,000 
9,500,000 
10,677,000) 
55,909,000) 
24,607,000 
100,806,000 
1.747.000) 
40,262,000 
14,7¢6,000 
121,290,000 
30,451,000 
3,566,000 
8,930,000 
4,022,000 
114,022,000 
14,700,000 
3:425,000 
6,356.000 
18,307,000 
9,551,000 
3.421,000 
12,718,000 
4,805,000 
29,252,000 
19,936,000] ... 
10,014,000] 
21,012,000 
14,180,000 
6.735,000 
9,755,000 
6,882,000 











$1.327,999,900/$1,425,320,000'|$1, 370,91 1,200/$1,476,638,0c0 





